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The Third Economy 


By REX G. TUGWELL, Under Secretary of Agriculture. 
Before the Rochester Teachers’ Association, Rochester, N. Y., Tuesday, April 9, 1935. 


HE human race is so much the prisoner of its logic 
that it tends to think only in broad and mutually 
exclusive alternatives and to regard anything which 
does not fit an arbitrary pattern of choices as being a slightly 
contemptible compromise. We are apt to assert that a thing 
is good or bad, to insist on black or white; to set against 
the traditional irresistible force the equally immovable ob- 
ject; and to despair of any solution in a world where cate- 
gories of thought are rigid and behaviour is protean and 
flexible. It is extraordinary how the pragmatic habit of 
thought, which is regarded by philosophers as_ typically 
American, breaks down in the discussion of public policy. 
We have all had occasion to see this beating of straw 
men in its most remarkable form since the advent of the 
New Deal. It seems impossible to carry on realistic discus- 
we constantly blind ourselves to the fact that when 
our irresistible forces collide with our immovable objects the 
result is, not invariably intellectual bankruptcy but very 
generally a sort of happy marriage, the true character of 
which is not realized until years later. It is perhaps not new 
in American life that false issues should lead us to dangerous 
Three generations ago, we roundly asserted that this 
nation could not remain half-slave and half-free and fought 
a great Civil War, the effect of which was to end legalized 
slavery. Only today, do we realize that only the form, and 
not the fact, of slavery was changed immediately. Even to- 
day its remnants remain to be cleared away by wise and pa- 
tient statesmanship. This experience should have taught us, 
if nothing else had, that force is, of itself, incapable of alter- 
ing the basic habits and institutions of mankind; and that 
unless they are assessed realistically no corrective policy can 
be formed. Changes of this sort come slowly in spite oi! 
heat and strife. ‘They never yield to unreason or to violent 
Only a liberal policy of adaptation to changing eco- 
nomic conditions can set us forward. It is certain that eco- 
nomic conditions throughout the world were rendering 
legalized slavery an unprofitable institution in 1860, as is 
shown by the fact that other nations abandoned it, although 
without resort to war—and it is probable that, had we 
ignored the appeal to force, slavery as a method of produc- 
tion would have modified itself—perhaps as rapidly—both 
in fact and in form under a more liberal and tolerant policy. 
Certainly, if such liberal policies of self-adjustment had been 
followed at earlier periods in our history—and I am far 
from certain that even today we possess the necessary col- 
lective wisdom and individual self-control to make it possible 
-—we should not today be engaged in the tremendous process 
of cooperative economic reconstruction which we call the 
New Deal. The use of force would have no better results 
today if it is really reconstruction we want rather than a 


sion; 


actions. 
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bloody overturn and the replacement of one government 
by another. Fishing in muddied waters is an old and ir- 
responsible sport. We might remember that those who are 
not doing the fishing seldom gain anything from it. 
Democracy is always in danger of oversimplified alter- 
natives. Demagogues need them for purposes of appeal. And 
constructive administration is never very romantic. Our 
conservatives are too apt to argue that the only alternative 
to untrammeled private profiteering is Communism on the 
Russian order, and our radicals are too inclined to answer 
that no economic liberty will be possible for mankind with- 
out the complete and instantaneous abolition of the profit- 
system. The hard work of discovering what it is possible to 
do in given circumstances and of setting about to do it al- 
ways falls out of doctrinaire categories. Such divisions be- 
tween the so-called “left” and “right” can lead only to bitter 
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and futile conflict, in which each side conceives of itself as 
the champion of the truth and the other side as being the 
malevolent or misguided advocates of national ruin. All this 
beating of breasts is carried on in a vacuum outside reality. 
The alternatives offered are impossible of achievement. But 
achievement, of course, is not the purpose. In such a pic- 
ture, a third alternative appears slightly contemptible; it is 
a fact that conservatives condemn its practitioners as mere 
opportunists, well-meaning fools or amiable weaklings; and 
that radicals condemn them as sinners against the light of 
Lenin and even of more bourgeois reformers. 

The vice of these categories is that they omit all refer- 
ence to the fact that a third course is not necessarily an ad- 
ministrative compromise but may in fact be as urgent, as 
dramatic and as realistic as any standing pat on the tradition 
of individual initiative or advocating an impressive collec- 
tivism; and may also, in fact, be the only course open to a 
government of men. The choice is not invariably between 
rendering unto Caesar the things that are Caesar’s and unto 
God the things that are God’s. We can also render unto 
man the things that belong to humanity. But we can only 
do it by delicate social surgery. It is indeed a job for a sur- 
geon; not one for a butcher. 

It is with this in view that I should like to explore 
with you for a little while the geography of what could be 
called Third Economy—the sphere which belongs neither to 
private profit nor to State Socialism as it is generally under- 
stood by those who advocate or fear the nationalization of 
utilities, key industries, basic natural resources, banks and 
other institutions of similar social importance. This Third 
Economy is in fact an area which has been neglected by 
both private initiative and by socialistic theory and practice, 
for reasons which will be sufficiently obvious when its char- 
acter is described, and this neglect can be and has become in 
some ways disastrous both to individual profits and the gen- 
eral welfare. 

I refer to those acts and services which preserve both 
the individual and the State, without immediate advantage 
to either. In our tradition—the tradition of progressive 
change—it is taken for granted that the defense of the 
country from enemies both foreign and domestic is a sacred 
duty in the discharge of which the individual may be re- 
quired to lay down his life and, until recently, his fortune 
as well. So deep and irrational is this impulse that it has 
shaped all human institutions and has set the philosophers 
in search of a moral equivalent for war to apply to construc- 
tive peace-time social activities. Yet the very fact of this 
spirit of patriotism has induced us repeatedly to neglect our 
means of national defense in time of peace to an extent 
which, on occasion, has exposed us to risk of grave reverses. 

So today we find that there is a category of public 
works, of necessary and unprofitable measures which must 
be taken to preserve the values of our national patrimony. 
These works, to be effective, are frequently measures which 
could not possibly show a private-or direct profit within a 
generation, if at all, to any individual or association of in- 
dividuals who might conceivably undertake them. They 
also cost something and so, aside from the gratifying possi- 
bility of present expenditure and employment among certain 
groups and in certain regions, do not appeal very strongly 
to that important group which, set aside from common in- 
security by the possession of wealth, resents the necessity for 


taxing itself for the sake of posterity. What has posterity 
done for us? is still a pertinent question in many minds, 
and consciously to forego immediate pleasures and opportuni- 
ties for the sake of generations yet unborn has never before, 
save in time of war, had a wide appeal to ordinary human 
nature. 

Yet we know that there are certain things which must 
be done, almost altogether without reference to private 
profit, though it can be shown, I think, to be the only 
safeguard of public solvency. Among them I would mention 
first of all, the now accepted fact that it is obviously right 
for the community to see that the unemployed and helpless 
are fed, clothed and preserved in decency and self-respect. 
Even the logic of reactionaries shrinks from the conclusion 
that it could ever be bad business to permit potential pro- 
ducers or consumers of goods and services to perish or be 
destroyed for lack of the essentials of living. For a time, 
under the preceding Administration, the effort was made to 
pretend that this was a matter for the individual conscience 
to solve by charity but the social common sense of the 
American people revolted at so narrow a concept for, if 
such a belief were to be accepted as permanently true, it 
meant that the preservation of society depended on the mass 
of individual citizens acting deliberately against their in- 
dividual interest. 

Yet obviously, for fortunate individuals to support the 
unemployed out of voluntary charity is unprofitable and it 
is equally obvious that the public funds expended for un- 
employment relief can never be repaid directly to the units 
of government but must, under our present economy, be 
collected in the form of taxes from future producers of 
wealth. In the form of works relief, funds can be made 
partly self-liquidating; but whether they are or rot the first 
consideration remains the support of the disadvantaged. 

It is at this point that the concept of a Third Economy 
enters into the picture and is beginning to modify our think- 
ing. I should like to give an example of the sort of change 
which is coming over our ways of thought. During the hot 
spell of last summer the local manager of a large New Eng- 
land corporation lost two draft horses on account of heat- 
prostration and at the same time two of his best workmen 
were killed by sun-stroke. Possibly the heat troubled the 
manager as well, for he had a peculiar mental puzzle to 
solve. He said, ““The horses will cost the company a couple 
of hundred dollars to replace but the workmen, who gave 
value far above the horses, can be replaced without costing 
a cent. This sort of thing seems crazy to me. What does it 
mean?” 

This sort of thing seems crazy to more and more peo- 
ple and we are just beginning to realize that the social values 
which we have neglected are precisely those which give 
worth to our conventional economic institutions. Those lost 
workmen cost the company nothing but they cost the nation 
a great deal. The butchery of our forests costs private enter- 
prise nothing—indeed they gain from it—but it costs all of 
us an uncounted sum. So a man may profit, if he is insured, 
from the destruction of his home, or from his business 
property, but it takes part of our resources for the rebuild- 
ing. The overgrazing of our western lands has been profit- 
able for cattle men; but it has taken the protective cover 
off the prairies, allowed wind and water erosion to ravage 
them and filled our reservoirs and irrigation works with 
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silt. We have no system of accounting which sets social 
costs over against individual gains. The exploitation of 
workers and of natural resources has, however, inexorable 
results; and nature is just now presenting the bill which we 
must meet if she is not to foreclose and eject us. In this 
‘Third Economy some rough beginning of such an account- 
ing would be set up and the labor of hand and brain which 
has been set free by our gains in efficiency would be set to 
work to pay our old bills and forestall new ones. 

All this is not exactly new; some there have always 
been who have warned us of the coming due of nature’s 
bills. For at least a century in this country we have recog- 
nized the value both to private profit and to State solvency 
of purely public and non-profitable enterprises such as good 
roads and safe bridges and we have operated the Post Office 
as a non-profit institution to the great advantage of the in- 
dividual and the community. Streets, water systems, com- 
munity sanitation and recreation grounds have gradually 
ceased to be private and become public. ‘These experiences 
should by now have taught us that there is a class of enter- 
prises which lie beyond the concepts of individual enterprise 
and which are indispensable for the general good—and in 
the long run, also, for individual good, since none of us is 
exempt from loss. 

It is here, in my opinion, that the Third Economy can 
be invoked on the basis of sound historical experience to 
iustify enthusiasm for the program of public works and re- 
habilitation by which the present Administration is combat- 
ting the depression. 

We have convinced all the doubters that a State with- 
out citizens is a monstrosity and that hence all measures for 
personal relief, for public and private health and for in- 
dividual recreation and culture are indispensable for the 
preservation even of those private profits which cause so 
much concern in certain quarters. We also know, by ex- 
perience, that there are certain categories of public works 
which, being designed to preserve and develop broadly gen- 
eralized economic values, cannot return direct profit to the 
State or to the individual. Now we propose to bring these 
two together in the establishment of the Third Economy 
which belongs neither in the profit-system nor in the system 
of State socialism. 

Such measures as control of soil erosion, by dams, by 
drainage, canals, by cover-crops, shelter-belts, reforestation 
and afforestation, drainage, flood and wind control measures 
of all sorts, are an illustration of what is meant. Just as 
it cannot profit anybody if the unemployed are permitted to 
starve or to subsist on niggardly doles, so it cannot profit 
anybody if the fertile top-soil of our farm lands is blown 
or washed away, if our mountains are denuded, if our rivers 
become alternate trickles and torrents. This we must pre- 
vent if we are to avoid the fate of deforested China, with 
floods, sand-storms and famines a recurrent scourge. 

Such measures as our land utilization policy, taken in 
conjunction with projects for rural housing, rural sanita- 
tion, rural electrification, self-help industries, are highly con- 
servative though not immediately profitable. They mean to 
relieve people from the hopeless effort of cultivating ex- 
hausted soil or soil which is not suited to the crops grown. 
‘They mean that we shall, as a people, follow the natural 
line of least resistance in economic life and that we shall 
so far as possible eliminate the temporary financial and com- 








mercial barriers which have impeded the orderly develop- 
ment of our economic life according to the natural—as dis- 
tinguished from the financial—laws of supply and demand. 

Such community developments as recreational facilities, 
educational artistic and cultutal enterprises, which create 
both new demands and new satisfactions are an indispensable 
part of this program to conserve our national resources and 
to develop them as well as our own capacity to utilize and 
enjoy their benefits. That this is so may be inferred from 
an examination of what would happen if our people were 
content with a subsistence level of life, content as certain 
peoples are with a handful of rice and a single garment a 
year, careless of literature, art, science, research, careless 
of all save the purpose to reduce life to its lowest possible 
terms and to realize the old ascetic ideal that the man is 
richest whose needs are least—by eliminating desire rather 
than creating the means for its satisfaction. 

Prophecy is always dangerous and I shall not attempt 
to prophecy the changes in our social and economic life 
which might come as a result of utilizing the present pro- 
gram of work relief for the cultivation of this Third Eco- 
nomic system. Yet it is altogether possible that this system, 
will be the means by which we reconcile and assign the re- 
spective spheres of what we call socialism and what we call 
individualism. 

For the main task of production we shall always have 
to work under some form of coordination, whether that co- 
ordination is expressed through public control over hours, 
wages, prices and conditions of employment, or through what 
President Roosevelt has called partnership with industry. 
Coordination is the essential element in large scale produc- 
tion, whether it be production of kilowatt hours under a 
utilities holding company or the production of wheat and 
cotton under the Triple-A, or the old production for the 
vanished market of Adam Smith and the conventional 
economists. It seems to me that we are now engaged in 
a more or less conscious process of reassigning and redis- 
tributing powers and controls in this indispensable coordina- 
tion. In certain spheres, no doubt, where enterprise is af- 
fected with a public interest we shall be forced to resort 
to an increasing degree of public authority to achieve the 
necessary control. Public ownerhip of certain utilities seems 
to me clearly forecast by present facts. In others we shall 
equally certainly have to rely on individual initiative, enter- 
prise and ambition for self-expression and self-satisfaction 
to supply the motive power. All that we can be certain of is 
the fact that through banking, through such cooperative en- 
terprises as N.R.A. or through the device of private man- 
agement companies, some effective coordination of large- 
scale production will be necessary. In that respect, the only 
true question is whether bankers, businessmen or politicians 
—each responsible to different constituencies—shall be the 
coordinators. 

It also seems to me that the current outcry against so- 
called “regimentation” is a wholly false issue, no matter how 
justified it may appear in particular cases. So long as the 
major task of production is subject to coordination there 
must always be a certain amount of regimentation. The 
true danger lies in the fact that we may strain at the gnat of 
the minor checks and controls required to counteract human 
exploitation in economic production and swallow the camel 
of big business, which already has gone far toward the regi- 
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mentation of workers, of producers and of consumers. The 
fact that repressive police-measures in certain foreign coun- 
tries which are operating under class party dictatorships 
have led to intolerable regimentation of what we regard as 
fundamental human rights and liberties should not blind us 
in this regard. An intelligent solution of the main problems 
of production, through coordination, and through the culti- 
vation of our third economy, should set the mass of us free 
to develop the most important aspects of individualism in 
economic life. 

it is entirely possible that, for the mass of our people, 
such a system will release a flood of individual activity, the 
chief object of which is personal self-satisfaction. This will 
imply, not the “shared work” and “shared leisure’ which 
still dominates our sentimental wishful thinking in this re- 
gard, but rather a coordinated economy for major commer- 
cial production and an unplanned, unregimented, individu- 
alistic economy in every other field. This will imply the 
fostering of the amateur without loss to professional stand- 
ards of competence or taste. This will imply the cultivation 
of hobbies, the arts and crafts, sports, education, subsistence 
gardening, “after work” activities, cheaper instead of more 
expensive travel and entertainment facilities on holidays and 
the general substitution of social for commercial standards 
in the cultural fields which have been commercialized as 
a result of economic pressures. 

Standing aside from and supplementing both the co- 
ordinated and _ individualistic economies will be the 
Third Economy of which I have spoken, as represented by 
such enterprises as the work-relief program, the C.C.C., the 
gigantic problem of providing decent housing for the Ameri- 
can people, the checking of soil erosion, the resettlement of 
the underprivileged, the provision of sanitary and recrea- 
tional facilities and the development of power and reclama- 
tion projects. As we contemplate the extent to which un- 
controlled profit-taking has wastefully depleted our nat- 
ural resources, has devastated our forests and prairies until 
today we are threatened with desert conditions in large sec- 
tions of the central plains, has throttled the demand for hous- 
ing and has crushed or captured small mines and factories 
at the pleasure of high finance, we realize that there is 
work here for at least five million men as far ahead as we 
can see. 

It is part of our task to realize and to dramatize this 
fact, and secure in the knowledge that what we are doing is 
an essential part of national self-preservation, to ignore the 
stubbornness of the few who think only in terms of profit 
and the impatience of those who believe that public owner- 
ship of everything is the only salvation. In passing, I should 
like to mention my belief that the one is as shortsighted as 
the other and that the radical belief that the social order 
should be so rigged as to give everything to the consumer is 
as immature as the commercial demand that the producer 
should be king. Both roads lead to the ruin of our resources 
and it is our resources which will make us great, so long as 
we know how to develop them rationally. 

It is, however, most important that we should recog- 
nize our resources when we see them. The Indians and 
early pioneers of this country knew petroleum and used it 
for purely medicinal purposes. It is only within the last 
three generations that we have discovered its potentialities 
for creating an automotive civilization. Our rivers and falls 


have been here for eons but only in the last fifty years have 
we developed their free energy for the production of power. 
Similarly—and largely because of these very factors: petro- 
leum and electricity—we have created a high standard of 
technology which has, in turn, created another huge na- 
tional resource in the form of human energy. 

So far we have not recognized that unemployment is 
the greatest of our potential resources, yet it is a fact that 
had we utilized the labor of the unemployed alone during 
the depression we could have given every family in the 
country a brand-new $5,000 house, or we could have 
scrapped and rebuilt the entire system of railroad, indus- 
trial and utilities properties in the nation on modern and 
more efficient lines. This is an appalling waste and one 
which challenges statesmanship. 

The most recent estimates of our industrial output indi- 
cate that since the beginning of the depression there has 
been an enormous increase in industrial efficiency. This does 
not mean that there has been a great gross gain in produc- 
tion per worker. Much of the increase in efficiency has been 
passed on to the consumer in the form of a superior quality 
and much of it has been absorbed by labor as shorter hours 
and higher wages. But there has been a continuous attri- 
tion on nature’s resistence to production. The facts are sufh- 
ciently well established to warrant the statement that we 
could produce the goods and services consumed in the banner 
year of 1929, with perhaps 15 or 20 per cent fewer workers. 

This means that there is a margin of skilled and useful 
workers no longer required by the kind of production which 
furnishes our ordinary goods who must be taken care of, 
and can most advantageously find their place in the develop- 
ment and continuation of a program of socially necessary 
public works. In planning such a program we need to select 
for public work those fields which are appropriate to what 
I have called the Third Economy: First, work which would 
be done by private enterprise because it would take too long 
or because it would not return a direct monetary profit; and 
second, work which will provide opportunity for a high 
proportion of direct, unskilled labor. Such, for example, is 
the character of much of the forestry and soil erosion work. 
So habituated have we become to purely immediate and in- 
dividual enterprises that it may be difficult for us at first to 
locate the type of work which needs to be done under such 
controlling consideration—even though it may lie under our 
very eyes. 

We can only begin with the most obvious—such as the 
depletion of our soil and forest resources and the need for 
sanitation, better housing and other elementary measures of 
public health. As we face the challenge of unemployment 
in a world in which there is still so much to be done, we 
shall learn by experience how to utilize for the general good 
the human energy which is being released from the task of 
production by our steady increase in technical skill and in- 
dustrial efficiency. 

The challenge is not a merely academic question either. 
It is urgent, not only for the individual who is unemployed 
and for his family, but for the nation and the world. To 
speak quite bluntly, we have reached a stage in our tech- 
nology where it is possible to support large sections of our 
population without respect to whether they are employed. In 
the past, whenever a similar situation has arisen, the human 
race has produced only one answer: war. For the ability to 
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support large scale unemployment is the ability to support a 
huge standing army and has led traditionally to wars, to 
conquests and imperialism. Please do not confuse this with 
the old adage that the best cure for domestic unrest is a 
sood foreign war. It is rather the moral that “Satan still 
will find some ill for idle hands to do” which confronts us 
at this point. Man-power, when released from current pro- 
duction, demands to be used and will be used, if not for 
social and constructive purposes, then for military and im- 
perial purposes. This is the lesson of history. 

I do not feel that we shall necessarily follow the old 
historical course although I am not blind to the workings of 
psychological and financial forces which seek to fasten on 
us responsibility for defending the imperialistic interests of 
certain countries in Europe and Asia, and I do not feel that 
our mere distaste at the prospect of being used again as can- 
non-fodder for the convenience of the beneficiaries of existing 
political arrangments abroad will suffice to restrain us, unless 
we can anticipate disaster by diverting our idle man-power 
into the tasks contemplated by our Third Economy. 

The sufferings of the last war are already being roman- 
ticized. Each generation comes to war fresh, without mem- 
ory of hardship. A new war would be as appealing now as 
any old one ever was. 

Here I feel is where men and women like yourselves 
have the greatest responsibility. It is up to you to pry loose 
the tentacles of our old moralities from their grip on con- 
ventional methods of production and to train them to grow 
on the new methods which recent changes in technique have 
rendered possible. ‘The American weed has hitherto—or at 
least for the last few generations—been a weed of material 
success. We have discovered, however, that in the material 
sphere nothing exceeds like success. This is because success 
is, fundamentally, a spiritual quality and knows no bounds 
save those of human imagination. It is impossible, therefore, 
to apply this limitless force to purely materialistic channels 
without creating conflict and injustice, for materials are lim- 
ited. As a result, as we and our society are now consti- 
tuted, success is dangerous to a man, to a community, to a 
nation and—as the events of 1914-1934 should teach us— 
to the world. 

We need a new spirit if we are to avoid another war 
or a destructive upheaval of social resentment at home. It 
is not enough to abhor war or to repudiate revolution. 
Pacifists have never prevented a great nation from going to 
war and all the policemen, law and order available have not 
preserved the greatest of empires from social revolution. It 
is only by utilizing the surplus man-power which has been 
set free by the machine to develop our national heritage and 
to reconstruct our ways of living that we can avoid the 
temptations of war and the risks of revolution. In other 
words, unless we reshape our society so as to use the great 
human resources now sardonically represented by unemploy- 
ment, these resources will demand expression and that ex- 
pression will invariably take the form which history shows 
is characteristic of societies which lack the intelligence to 
anticipate revolution by reform and imperialism by recovery. 

Just as there is a terrible need for social reconstruction, 
there is also a tremendous demand for re-education. It is 
up to you, as teachers, to help the nation solve this problem. 
The development of the Third Economy which I have out- 
lined will not only provide security for the underprivileged 








but also will provide opportunity for building public cul- 
tural resources. 


Progress in this program will not be made without 
opposition of various sorts. Much of it has already appeared. 


Some is obviously political, coming from those who say, 
for instance, that the new appropriation bill is merely a huge 
campaign fund which will be used to buy votes. So long 
as we have democratic government and political parties, that 
would be said about any Federal administration which un- 
dertook to meet the responsibilities of the present crisis. Cer- 
tainly the direction given to past expenditures by Mr. Hop- 
kins and Mr. Ickes cannot fairly be criticised in this respect. 
Both have been actuated by motives which are beyond ques- 
tion. Indeed they have not been questioned. ‘The partisan- 
ship displayed has all been on the other side. The complaints 
come from those who would like to see the care of the poor 
and disadvantaged bent toward different purposes. Espe- 
cially indefensible is the kind of attack being carried on in 
this State at present. The choice was long ago made be- 
tween handing out direct relief of money, food and clothing 
or the kind of work which would not only provide occupa- 
tions for otherwise unused man-power at tasks which con- 
tribute to this third economy of cultural advance. There are 
those who would have trained brain-workers sit idly at 
home, as Mr. Hopkins says, “waiting for a basket of 
groceries,’ idle, despondent and disillusioned. Instead he 
has chosen to set them to doing tasks which heretofore only 
those supported by university or foundation funds have been 
able to do. I see no reason to apologize for this or for with- 
drawing from it in the future. The alternative is to set 
such people at unskilled labor. And this is a waste for 
which our generation ought not to be responsible. Mr. Hop- 
kins can well afford to wear the symbol of “boon doggles” 
like a badge on his coat. It typifies his care for humanity. 
The cynical attitude of those to whom the unused talents of 
the white-collar unemployed are proper matters for humor 
will have its own reward. To make these helpless people 
the butt of ignorant jokes will arouse a very proper resent- 
ment. No one can object to the widest discussion and 
criticism of the way in which public work is administered. 
But when the attacks would foreclose the possibility of any 
effort which neither touches private enterprise at any point 
nor contributes to any but the most immediate and practical 
purposes, it becomes evident that the objection is to furnish- 
ing any public work at all. 


There is one appropriate field we have never done much 
in, really. I refer to adult retraining. As industrial skill 


becomes specialized and as machinery displaces one special . 


skill with another, there is a constant displacement of work- 
ers who have mastered the use of a machine which is no 
longer used and who must be retrained in the use of other 
skills or techniques in order that they may resume industrial 
activity. By retraining such adults we can substitute the 
necessary process of technological replacement for the’ un- 
necessary phenomenon of technological unemployment. This 
indicates the need for an entirely new kind of school—not 
only for children but for adults and not only for the eco- 
nomic development of skilled man power but for the indi- 
vidual development of leisure time avocations and hobbies. 


It may be possible that you will find in this connection 
that the development of the public forum idea provides a 
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mechanism for making democracy work, by providing a 
means of escape from both the special pleading of the 
partisan press and the infantile or self-seeking radio propa- 
ganda. For it is above all important that we should return 
to first principles and make education a process of drawing 
out and developing latent ideas and abilities rather than in- 
jecting preconceived formulas or imposing traditional 
methods. This proposal I make for dramatizing and bring- 
ing home to people’s minds the fact that we are moving into 
a new situation—which I have called a Third Economy— 
merely calls for a recognition of the course we are following 
and must follow. It is not something alien to our institu- 
tions; it grows out of and completes them. To give it recog- 
nition is merely to carry it on a banner instead of hinting at 
it darkly, pretending that it does not exist. It ought to be- 


come one of the materials of education and public discussion 
now while its pattern can still be shaped to our wish. If we 
should move into a new period of what we loosely call pros- 
perity and there should still remain millions of workers who 
cannot find employment in ordinary private enterprise, we 
ought not to be surprised and grieved. For we can prevent 
it by the cultivation of new kinds of public enterprise, in 
which there are few vested interests because not much of 
this sort has heretofore been done. 

The teaching profession, it seems to me, holds largely 
in its own hands the answer to the question of whether the 
American people can escape from the iron ring of logic which 
would narrow their choice of policy to purely conventional 
alternatives, and so bring to their new economic and social 
opportunities a new attitude, a new spirit and a new faith. 


The Situation in Europe 


By SIR JOHN SIMON Foreign Secretary of Great Britain 
An Address Delivered to the House of Commons in London, on April 9, 1935 


by the British Ministers to Berlin, Moscow, War- 

saw and Prague arose from the London declaration 
of February 3 after the Anglo-French meeting here, these 
visits, which were for the purpose of providing material as 
to the views of other governments are connected with the 
meeting at Stresa between His Majesty’s, the French and 
the Italian Governments, which is to begin next Thursday. 

In these circumstances, I can today only make a sum- 
marized statement of what we have ascertained to be the 
views of the other States, and it will not be possible to use 
the present occasion for a pronouncement of policy. 

As regards the so-called Eastern pact, first suggested 
by the late M. Barthou (French Foreign Minister) last 
Summer and a subject of debate in the House of Commons 
July 13, Chancellor Hitler made it plain that Germany 
was not prepared to sign an Eastern pact under which Ger- 
many was bound to mutual assistance, and in particular 
Germany was not prepared to enter a pact of mutual assist- 
ance between herself and Russia. 

On the other hand, Germany was stated to favor a 
non-aggression pact between the powers interested in East- 
ern European questions, together with provision for con- 
sultation if aggression was threatened; but Herr Hitler was 
not prepared under present conditions to contemplate the 
inclusion of Lithuania in any pact of non-aggression. The 
Germans also suggested that if, in spite of the pact of non- 
aggression concession, hostilities should break out between 
any two contracting powers, the other contracting powers 
should engage not to support the aggressor in any way. 

In another connection, however, Herr Hitler dwelt on 
the difficulty of identifying an aggressor. Asked his view 
if some or other parties to such a pact entered into an agree- 
ment of mutual assistance among themselves, Herr Hitler 
said he considered this idea dangerous and objectionable, as 
his opinion was that it would tend to create a special inter- 
ests group within the wider system. 

In Moscow Mr. Eden learned the Soviet Government 
considered the present international situation made it more 
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than ever necessary to pursue the endeavor to promote the 
upbuilding of a security system for Europe, as contemplated 
in the London communiqué and in conformity with the prin- 
ciples of the League of Nations. 

The Soviet Government emphasized that, in its view, 
the proposed Eastern pact did not aim at isolation or encir- 
clement of any state but at the creation of equal security 
for all participants, and felt that the participation of both 
Germany and Poland in the pact would afford the best 
solution of the problem. 

In Warsaw Mr. Eden learned the view of the Polish 
Government on this question. Colonel Beck, the Polish 
Foreign Minister, explained that Poland had, by existing 
agreements with the Soviet Union on the one hand and 
Germany on the other, established tranquil conditions on 
her two frontiers. The question Poland was bound to ask 
herself was whether any new proposal would improve or 
trouble the good atmosphere established by these two agree- 
ments. 

What I have said will give the House some insight 
into the general attitude of the three governments toward 
an Eastern pact. The subject was also briefly reviewed in 
a short interview Mr. Eden had with Dr. Benes (the 
Czechoslovak Foreign Minister) at Prague. 

Regarding the idea of a Central European pact, which 
was more particularly the topic of the Franco-Italian meet- 
ing at Rome, we understood in Berlin that the German 
Government did not reject the idea of such an arrange- 
ment in principle but did not see the necessity and saw 
great difficulty in defining non-interference in relation to 
Austria. 

Herr Hitler intimated, however, that, if the other 
governments which wish to conclude a Central European 
pact agree to a text, the German Government would con- 
sider it. 

In Warsaw Colonel Beck (the Foreign Minister) told 
Mr. Eden Poland was prepared to adopt a friendly attitude 
to a Central European pact and considered the proposed 
arrangement might lead to appeasement and growth of con- 
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fidence in that region. Dr. Benes expressed the hope that 
further progress might be made on this subject at Stresa. 

Regarding land armaments, Herr Hitler stated that 
Germany required thirty-six divisions, representing a maxi- 
mum of 550,000 soldiers of all arms, including a division 
of Schutzstaffel and militarized police troops. He asserted 
there were no paramilitary formation in Germany. 

Germany, he said, claimed to possess all types of arms 
possessed by other countries and was not prepared to refrain 
from constructing certain types until other countries ceased 
to possess them. If other countries abandoned certain types, 
Germany would do the same. 

Regarding naval armaments, Germany claimed, with 
certain reserves, 35 per. cent of the British tonnage and air 
parity with Great Britain and France, provided the develop- 
ment of the Soviet air force was not such that revision of 
these figures became necessary. 

If any general agreement regarding arms limitation 
could be reached Germany would be prepared to accept 
and help work a system of permanent automatic supervision 
on the understanding that such supervision applied to all 
powers equally. 

Herr Hitler said the German Government favored the 
suggestion contained in the London communiqué of an air 
pact among the Locarno powers. 


On the subject of the League of Nations, Herr Hitler 
referred to the assertion he had made in May, 1933, that 
Germany would not continue to participate in the League 
if she was to remain what he described as a country of 
inferior right; and he alleged by way of example that she 
was in a position of inferiority if she had no colonies. 

I have confined myself to an account of what was 
said by others, but it must not be supposed the British 
Ministers did not indicate strong disagreement on certain 
points, and, indeed, at the end of the Berlin interviews I 
expressed disappointment at the difficulties disclosed in the 
way of agreement. 

There were, of course, other observations and other 
aspects, but I have endeavored to communicate to the House 
with complete frankness and candor the salient matters as- 
certained in this series of visits. It will be understood that 
my statement is purely objective and in view of past com- 
ments of leading newspapers in this country, sometimes 
supposed on the Continent to represent government opinion, 
it is desirable to say His Majesty’s Government—faithful 
to its assurance that it would take part at Stresa without 
previously reaching defined conclusions—has not yet formu- 
lated its attitude to these interviews. I trust opinion abroad 
will await official utterances before drawing any inferences 
from unauthorized comments or pronouncements. 


The Threatening Destruction of Self 
Government Among the 
American States 


By HON. ALBERT C. RITCHIE, Former Governor of Maryland. 
Before the Association of the Bar of New York City, March 28, 1935. 


N all the discussion of the various policies comprising 

what is called the New Deal, it is rather astonishing 

that one phase of this era, which is of immense import 
to the whole American nation, seems to be lost sight of alto- 
yether. “The phase I refer to concerns a principle which 
is inherent in the American form of Government, and has 
been a vital part of both our governmental and our econom- 
ic existence from the very beginning. Without it, national 
unity and national stability in this land of diversified peo- 
ples and diversified conditions would not be possible. Yet 
this principle is being undermined before our very eyes, with 
scarcely a protest and apparently with little or no realiza- 
tion of what is going on. 

What I refer to are the self governing and the self 
functioning powers of the States. Doubtless the result could 
not be foreseen in the beginning, but it is clear now that 
as a consequence of the way some of the existing Federal 
policies have developed, these inherent powers and functions 
of the States, together with the spirit of self government of 
the individual citizens, are being rapidly undermined, and 
unless the movement is stopped, they will soon be destroyed 


altogether, and then a revolutionary change in our system 
of government is sure to follow. 

Say what you will, believe what you will about almost 
any one of the specific measures adopted by the Federal 
Government in these times, and it remains true that this 
situation is the outstanding phase of this entire period. There 
is involved a new attack on the doctrine of self govern- 
ment, a doctrine with which I have been identified for 
many years, and which apparently is regarded as shopworn 
and out of date today. 

But self government was regarded as shopworn and 
out of date when, not so many years ago, the fight on the 
18th Amendment began, and those, who like myself, op- 
posed that Amendment were in the beginning accused of 
quasi-treason and proclaimed as Public Enemies No. 1. Yet 
the time came when men in high places spoke so long and 
so loud against the Amendment that they seemed to be trying 
to obliterate the memory of their voices when they had 
spoken so long and so loud in its favor. 

And yet, almost at the very moment that fight was 
won, and the status of the States as self governing units 
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vindicated and apparently preserved, there began another 
movement, which was doubtless not intended to lead to 
any such result, but which in time has actually so developed 
as to threaten the destruction of the States as self governing 
units altogether. 

Whether you think this important or not depends very 
largely upon whether you think it important that the States 
retain their vitality and their virility, and that the American 
people retain their incentive for vigorous self-assertion and 
self-determination. 

To me this seems vastly important. Ever since the 
very beginning, these two principles of Democratic govern- 
ment have been marching together down the pathways of 
American history, and have been engaged in forging these 
United States into a strong, virile and composite union. It 
has almost seemed to me that they stood for Democracy. 

Long ago I came to regard the term “State Rights” 
as one which belonged to the period of the Civil War, and 
prior thereto, and somewhat later I came to regard the 
term “Rugged Individualism” as one coined in a more 
modern era, but nevertheless now also part of the past. 
Both terms belong to eras which are gone. But I have 
always considered the right of the individual States to govern 
themselves in local matters as the link in our governmental 
structure which holds together the diversified people of our 
diversified land, because it enables them to develop according 
to their community ideals, convictions and traditions, and at 
the same time to unite on common ground for national ends. 

And I have always regarded the individual’s right of 
freedom for his own development as the incentive, the driv- 
ing force which in other times was responsible for the 
pioneer spirit which advanced westward the frontiers of our 
national domain and our national resources, and which in 
more modern times advances in all directions the frontiers 
of human knowledge, science, invention, discovery and 
economics. 

These two American principles, States endowed with 
sovereign self governing functions, and individuals endowed 
with the free play of free enterprise and endeavor, may, of 
course, be superseded in time of war, when every normal 
function must yield to the supreme purpose of winning the 
war; and perhaps they may also have to yield in time of 
great economic crisis, such as we have been going through, if 
that be necessary for the preservation and survivorship of 
the established order. 

But such occasions should be temporary or passing only, 
justified because the law of self-preservation applies to na- 
tions as well as individuals. And when the emergency has 
been met and overcome, then normal fundamentals and in- 
stitutions of government should be restored, reshaped where 
necessary to meet the changing conditions of a changing 
world. 


If as a permanent policy, we ever permit the self 
governing functions of the State to be lost or destroyed; 
if as a permanent policy we ever permit the individual’s 
freedom and vigor and zest for self development to be un- 
dermined, or deadened, then we will be dropping two Pilots 
who, through the stress and storms of our entire history, 
have always been at the wheel of our ship of State; the old 
Ship will enter upon uncharted and unaccustomed seas, and 





we must not blame the stars if the next landing proves to 
be an un-American dictatorship. 

I have no wish to emphasize any further the allegiance 
we owe to these fundamental principles on which the Ameri- 
can government was established, and on which it has rested 
and prospered ever since. This much, however, seems to me 
necessary as the background of the point I wish to make, 
and I do not think I have stated the case too strongly. 

And now what is happening? It is not too much to say 
that today the spirit and to a great extent the reality of 
governmental freedom in the American States has become 
almost sterile, has indeed been largely wiped out alto- 
gether, by reason of the amazing dominance of the Federal 
Government in the realm of State sovereignty. 

This condition is being brought about chiefly through 
the power and might and influence of money. I do not use 
this phrase in the sense in which we have been accustomed 
to hear it used in politics. I do not mean the money of 
the “vested interests,” or of “Wall Street,” or of the “male- 
factors of great wealth,” who have been arraigned so many 
times to the acclaim of the populace, I mean public money, 
the almost inconceivable streams of it which daily flow from 
the Federal Treasury to every one of the States under exist- 
ing policies of the Federal Government. 

I am not questioning the responsibility of the Federal 
Government to exert its aid in every sound and practicable 
way for relief and for recovery. 

As long ago as February 1932, in an address before 
the Kentucky Legislature, I recognized and asserted the 
Government’s duty in this respect, with particular reference 
to the relief of the destitute and the needy. 


Nor do I for one moment question the high purposes 
of the National Administration in any of its recovery poli- 
cies. It is rather humiliating to feel it necessary to say this. 
It would not be necessary except for the habit of some of 
those identified with the Government of applying rather 
harsh terms to those who may venture to discuss or question 
any of these policies. 


As much as anyone else, I realize that a crisis in our 
national existence can come upon us almost unawares. The 
crisis may be one of war, as was the case two decades ago; 
or, as now, it may be a crisis in our fundamental social and 
economic life. In either case the normal functions of Gov- 
ernment, as I have previously said, may have to be subordi- 
nated to the extent necessary to overcome the crisis and get 
us back to normal again. 

President Wilson met the crisis of the war this way, 
and the country rose in acclaim when President Roosevelt 
showed courageous and almost inspired leadership in en- 
deavoring to meet the economic crisis in the same way. This 
was exactly what the people wanted. What matter if the 
emergency measures adopted were largely experimental. Polit- 
ical history has been made by a continuous series of experi- 
ments, religious toleration, individual freedom, self-govern- 
ment, the Constitutions of every land. Almost always 
progress comes from the laboratory of political experimenta- 
tion. 

It was for reasons such as these that as far back as 
September 1933, in a national broadcast, I expressed approval 
of the President’s program for recovery, considering it as 
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embodying extraordinary emergency measures which were 
believed necessary to meet an extraordinary emergency, and 
which were designed to see us through and out of this 
dangerous period, and back to normal times and ways again. 

But it is now apparent to any candid and realistic per- 
son that the expenditure of public funds has grown so vast 
that, if it goes on, it will endanger our National and State 
solvency, destroy the self-governing spirit of the States and 
deaden individual development. 

‘These Federal expenditures are not usually outright 
grants; they are conditional grants, and the first condition 
is that in order to receive the Federal aid, the State must 
raise a prescribed amount of money of its own. So far as I 
know the amount prescribed is not ascertained by any rule 
or standard. It is fixed by the Government in its discretion, 
and such a thing as an equable distribution of Federal moneys 
among the States does not exist. Referring to relief espe- 
cially, each State must, through some form of taxation of its 
own people, raise as many millions of dollars as the Federal 
Government prescribes before it can receive any Federal aid 
at all. 

In the beginning a number of States tried to take care 
of their own unemployed out of their own funds, but most 
of the States were quick to get as much Federal money as 
they could. So there was nothing for the other States to 
do, except make it unanimous, and join the procession to 
Washington. Otherwise the people of the States which did 
not receive Federal aid would be contributing taxes for the 
benefit of the States which did. So all of the States are 
now on relief. 

The number of people on relief has grown larger and 
larger. Government statistics now place the number at not 
far from 23,000,000. Millions are clearly anxious to get 
on the rolls, and equally anxious to stay there. So the 
amount of relief money needed has grown bigger and bigger. 

A state cannot reduce its requirements very appreciably, 
because then the relief afforded would likely fall short of 
the standard required by the Federal Government, and the 
Government will not permit this. States are not allowed 
to fix their own standards. ‘To get Federal aid, they must 
meet the Government standards. 

Neither can a State withdraw from Federal aid, be- 
cause the relief load has become so expensive that no State, 
without bankrupting itself, can afford to take over the bur- 
den of the millions of dollars it is now receiving from the 
Federal Government. 

In addition to requiring vast State contributions as a 
condition of receiving Federal moneys, the Government now 
imposes other conditions on the States. 

It was announced yesterday that the $4,000,000,000 soon 
to be available for public works will be allotted to the States 
and municipalities in the form of loans, and, of course, the 
terms and conditions of these loans will be what the Gov- 
ernment specifies. What other conditions may be imposed 
is not yet known. In all likelihood they will be accepted. 

The legal staff of the PWA has been supplying the 
legislatures of the States with numerous bills which the Gov- 
ernment wishes the States to pass, and Government officials 

in the States, or sent to the States, are to all intents and 
purposes lobbying in behalf of these bills. The justification 
advanced is that State legislation may conform to Federal 








legislation, so that each State may have a legislative set-up 
which will enable it to receive the benefits of Federal policies. 


Actually these measures which the Federal Govern- 
ment proposes to the States may not square with State 
policies at all, and in many instances rehabilitation agencies 
and other agencies, prescribed by the Government for the 
States as instrumentalities for the receipt of Federal funds, 
do not in fact conform to State usage or policies. 


Every State is urged by the N. R. A. to adopt legisla- 
tion providing State Recovery Acts and State Codes along 
lines similar to the National Recovery Act and the National 
Codes, and also providing that the National Codes be en- 
forced by State authorities. 


State laws providing for public ownership and author- 
izing municipal utilities which would compete with exist- 
ing utilities are urged by the Federal Government upon the 
State Legislatures. The States are urged to empower local 
units to establish revenue-producing projects of all kinds. 


Instances are not lacking where the Federal Govern- 
ment has made compliance with some of the Federal regu- 
lations a condition precedent to receiving Federal relief for 
the destitute. 


By and large the States consider themselves forced to 
yield to this dominance of the Federal Government over 
their State affairs. There have been exceptions here and 
there, but in the main the States do not dare oppose the 
Federal requirements. They are afraid they may be denied 
the benefit of Federal money if they do. 


This condition has gone far. Cherished and historic 
principles of self government, reiterated time upon time 
thrvugh our country’s entire history, seem unable to stand 
up against the wild race of the States for Federal money. 
And such is the mad rush of these hectic days, that people 
seem not to realize what is happening, or else they no 
longer care. 


Doubtless I should conclude by proposing the remedy. 
That is a hard task. At the moment it seems to me that 
the situation is out of hand. To curtail expenditures mate- 
rially would probably mean the discontinuance of relief to 
millions of people, with results that might be appalling. To 
continue on the present scale will lead in time to bankruptcy. 

One thing seems to me clear. No matter what any one 
may say, the first step must be towards a balanced National 
Budget. 

I recognize that the times require a new relationship 
between Government and Industry and other lines of en- 
deavor. We cannot be blind to the fact that new forces, 
new conditions, new ways of life and living have come to 
what looks like a sudden head in our times. We are in an 
era when the social order, to save itself, must consolidate its 
lines, bring things into better balance, fit new garments on 
the body politic. 

The Old Deal did not work, and defects have de- 
veloped in our capitalistic system which must be remedied. 
To mention one, capitalism (I dislike the word; it is not 
expressive) as a system makes totally inadequate provision 
for enforced idleness, the idleness which is caused by un- 
avoidable unemployment, old age and other infirmities. 

But no nation can ever be stable without recognizing 
certain fundamental economic truths, and one of these is 
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that it must live within its means, and cannot long borrow 
to meet deficits or current obligations. So we must aim for 
a balanced budget. 

Beyond this, I will for this evening content myself by 
warning that Federal expenditures must not continue in a 





and sovereign principles of self-government, self-development, 






form and to an extent which in time will destroy those ideals 


self-fulflment, self-reliance and_ self-responsibility which 
have enabled us through the ages to function politically and 
economically as a Democracy in fact as well as in name. 


Courage for the Future 


By OWEN D. YOUNG, Chairman of the Board of the General Electric Company. 
Delivered at the Charter Centenary Dinner of the New England Mutual Life Insurance Company, Boston, April 1, 1935 


duty of a statesman is to hold his job, otherwise 

he can not be a statesman. I have a feeling, and 
have always had, that among the first duties of an officer 
of the General Electric Company is to preserve and main- 
tain an intimate contact with Boston and New England, for 
it was here in the town of Boston, approximately half a 
century ago, that the then new electrical art and industry 
received most encouraging support. Here it was that Pro- 
fessor Elihu Thomson received the backing of Charles A. 
Coffin and his associates, and the great plant at Lynn began. 
A few years later, as a result of the combination of the 
Thomson-Houston Company with the Edison Company at 
Schenectady, the present General Electric Company was 
born. During all these years it has been privileged to call 
as its directors the men most distinguished in Boston’s busi- 
ness. Many of them who have served us have also acted 
for the New England Mutual Life Insurance Company of 
Boston. Whatever innuendoes may have been cast in recent 
years on interlocking directorates, I mention here with pride 
this inter-relationship with this old and honorable company 
whose one hundredth birthday we celebrate tonight. 

It is perhaps not unfitting that as a representative of 
this relatively young concern, largely New England bred, 
I bring to its brother our congratulations and best 
wishes. Both were initiators of a new and successful busi- 
ness, now grown to large proportions; both have reflected 
the imaginative foresight, the courage, and the directional 
capacity of the people of this community. If Boston, as has 
been said, is a state of mind, at least her history shows 
that it was not a static one. No hardening of the arteries 
chilled the freshness of her outlook or her daring. She 
sent her ships to the seven seas. She pushed rails ever fur- 
ther into the western frontier. She organized old industries 
and created new ones. She strung wires for communication 
and was among the first to support substantially that modern 
miracle of the telephone, until it has become possible to 
transmit the human voice to all parts of the earth and com- 
press this little globe of ours so that distances are too short 
to enable us to carry on our modern experiments. Marconi 
once told me that he was compelled to send his messages 
eastward from London to Montreal because the distance to 
the west was too short for a valid experiment. Such is the 
reach and range of the American mind, and nowhere has 
it a more honorable and successful history during these last 
hundred years than here. 

One of the most discouraging tendencies of this day, 
Mr. President, is the notion so widely preached that be- 
cause there are no longer lands to explore, except such 
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barren regions as challenge the daring of your distinguished 
resident Admiral Byrd, that because all the seas have been 
sailed and all the railroads built, because the telephone and 
the electric light have reached to the very economic edge 
of remote places, that because insurance has become the 
established habit of most responsible citizens, that because 
transport on land has been conquered by the motor and in 
the air by the plane, there is nothing more for human beings 
to do except to “sugar off’; that the kettle with the boiling 
sap of vital progress can now be taken from the fire and be 
permitted to crystallize into a permanent, rigid and im- 
movable form. ‘They tell us there are no more worlds to 
conquer and that our only hope in a time of depression 
like this is to divide what we have and be content; that 
we cannot rescue ourselves as they did in the 1830's and 
the 70’s by opening up to productive development vast areas 
of unsettled lands; that we can not rescue ourselves as we 
did in the 90’s by the greatest industrial advance the world 
has ever known; and so we must not only “sugar off” our 
activities but our brains; that the achievement and experi- 
ence of older men, who served their time faithfully and well, 
may now be disregarded; that the hopes of youth can no 
longer contemplate any such material progress as the past 
has known, that the iron hand of repression shall be put 
upon the research worker, the inventor and the engineer as 
enemies rather than benefactors of society; that we must 
surrender all for the drab treadmill of a living in which 
the talented and untalented alike, the industries and the 
lazy, the courageous and the cowardly, shall have equality 
in recognition and division. 

Mr. President, I subscribe to no such philosophy. The 
most valuable item on the balance sheet of America has 
been, and if nurtured will continue to be indefinitely, I 
predict, the things we do not know. Any paralysis of that 
God-given trait of inquisitiveness, that heretofore irrepres- 
sible urge to explore, whether it be the land or the sea, the 
atoms or the stars, will to my mind sound the death knell 
of human advance, not only materially, but intellectually too. 

Many of these theories, based on the assumption that 
men must be protected whether they work or not, whether 
they exercise self-restraint or not, I think are misplaced ef- 
forts to advance human welfare flowing from emotions blind 
to history. 

Almost exactly one hundred years ago today—it was 
on a Tuesday, I believe, and not Monday—one Mr. Z. 
Mitchell, so the newspapers of the time recorded, made a 
balloon ascension at Baltimore for the benefit of seamstresses, 
who were present in great numbers. He ascended seven 
thousand feet, and the reporter goes on to remark: “It was 
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certainly a very gallant procedure for the aeronaut to risk 
his life for the benefit of a meritorious, humble class of 
females whose gains in general are less than their industry 
deserves.” Well, we are having some balloon flights now. 
One may forgive these ardent modern aeronauts because of 
good intentions, and sympathize deeply with the purposes 
which they seck, at the same time, that one may honestly 
criticize their judgment. 

Our problems are magnified these days because of the 
special pleaders for so many worthy causes. Social workers, 
closely in touch with the tragedies of unemployment and 
of old age, quite naturally say they must have first call on 
the budget of society to relieve these dire disasters. What 
kind of a civilization is it, they ask, that permits men to 
suffer who are old or out of work—and they are right. The 
physicians and the nurses, in contact with the ravages of 
disease, say there must be a first call on the budget of society 
for our hospitals and our sanitoriums. What kind of a 
society is it, they ask, that permits men to suffer from phy- 
sical disability which can be cured or at least alleviated— 
and they are right. Our educators say that we must reach 
further toward the cradle to train children in their most 
plastic years and we must carry them along not only to four- 
teen or sixteen or eighteen but into the twenties, until pro- 
ductive employment reaches out its hand to take them. 
What kind of a society is it, they inquire, that does not 
educate and care for and nurture the generation coming 
along—and they are right. And so on and on, for activities 
large and small, we have attorneys and advocates, each 
urging, as he must, the cause nearest to his heart. At the 
same time | question whether we realize what we are piling 
up on our tax budgets for social insurance, hospitals and 
health agencies, heretofore largely supported by private gifts, 
for schools and colleges which may wake up some day to 
find not only their future flow of money stopped, but 
their existing endowment and reserves vastly impaired if 
inflationary projects get out of hand. We can not meet 
these vast and extending obligations, lifted as they are day 
by day, by “sugaring off” our activities, by paralyzing our 
ingenuity and impairing our hopes. The only way we can 
meet them is to keep ourselves alive and active and pro- 
gressive, and create more and more out of that vast un- 
known, that unexplored region of wealth that is necessary 
to lift all to the highest standards of the most ambitious. 
in such a program there will be no place for the slothful in 
mind or body and we dare not encourage inactivity of body 
by any substantial subsidy or inactivity of mind by any 
form of coercion or repression. 

Now lest there be misunderstanding of my meaning, 
let me say that 1 believe in these social protections. I believe 
in the advance of our agencies for health. I believe in the 
extension of our education. I believe in the vast enlarge- 
ment of our productivity and our national income, and I 
deplore any effort to defeat the accomplishment of these 








very things by that most dangerous American trait which 
tends under emotion to over-reach itself. Let us take a 
leaf out of the book of New England. Here men were 
courageous and venturesome, but they were careful and 
prudent too. Daring as they were in endeavor, their acts 
were always anchored to prudence and self-restraint. No 
new times, no new catch words such as “Want in the face 
of plenty,” can justify our abandonment of these old rules 
and virtues out of which New England has contributed so 
much to make that “plenty” which now seems to be in- 
dicted as a curse. 


It is well for us to remember that this old world is 
very responsive to physical improvement and very resistant 
to social change, perhaps too resistant. Notwithstanding all 
the balloon ascensions, there is a certain stolidity and steadi- 
ness in the progress of a country where men are free. We 
criticize many of the visionary proposals of this day as the 
product of emotions unanchored to history, but the business 
men of this country, I think, are subject to criticism too, for 
they let these airy propositions undermine their confidence. 
They criticize others for neglecting history, but they them- 
selves do not rest steadfastly enough on history to avoid the 
jitters. May I appeal to men of business to be steady in 
their appraisal of the many “superb immoderations” of this 
time, to be sane and confident themselves, and thereby do 
more than any other group possibly can tor the restoration 
of sanity, the diminution of suspicion, the amelioration of 
envy of one man of another or of one class of another, in 
order that this country, sound at heart, may recover from 
its present social and economical disintegration. Notwith- 
standing all the threats may we not be confident in ourselves 
and in this nation. 


James Truslow Adams in “The March of Democracy” 
says of Andrew Jackson, who was holding office one hundred 
years ago: ““The people had chosen him because they be- 
lieved he would give them a ‘square deal’ in national ad- 
ministration, which they considered had fallen too much into 
the hands of the rich and conservative class. Such classes 
were frightened of Jackson, as they always are when their 
complete control of power is threatened, but in point of fact 
the New President was far more of a conservative than a 
radical,” 


Let us not forget that history has a way of repeating 
itself. Let us not emphasize these chasms of uncertainty, 
and at the same time let us not neglect the abysses that 
suffering digs in the human heart. 

Mr. President, the Salem Observer has an article one 
hundred years ago entitled ‘Talk, Talk, Talk.” It then 
went on to say that “great talkers are like modern banks; 
they issue ten times the amount of their capital.” That ring- 
ing admonition has lost none of its ominous warning coming 
down through the century. I heed it now, express my 
thanks, and bid you all good-night. 
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Report on U. S. Finance 


By HENRY MORGENTHAJU, Jr., Secretary of the Treasury. 


Delivered over the Radio from Washington, D. C., April 14, 1935. 


the Treasury has called for redemption on the 15th 

of next October all of the fourth Liberty loan bonds, 
whose numbers end in 3 or 4. The last of the Liberty loan 
bonds have now been called. And so in this seventeenth 
year after the Armistice these famous securities move from 
the realm of government finance to the pages of history. 

This Administration has now called for redemption 
eight billion dollars worth of Liberty bonds. We did not 
have to call then.; they were not due; it was good business 
sense that prompted our action. The bonds called today 
bear 4% per cent interest, while the average interest rate 
for all government securities now outstanding is only 2.86 
per cent. 

It is impossible to estimate accurately how much we 
will save in interest on this new refunding, because it has 
not yet been completed, but I can tell you how much we are 
saving on our previous $5,000,000,000 of refundings. In 
round numbers it amounts to $65,000,000 a year. If we do 
as well on the remainder, which seems to be a fair assump- 
tion, there will be an additional saving of $35,000,000 a year. 
That makes a total of $100,000,000 which will not have to 
be raised next year from the taxpayers. 

The great importance of cheap money to improve busi- 
ness conditions is not generally realized. The great corpora- 
tions came into the market to attend to their necessary 
financing. The financial pages of your newspapers reflect 
the impressive change in the dimensions of their operations. 
Let me give you the figures. During March, 1934, the total 
volume of corporate refunding amounted to only $12,500,000 
with no lowering in the interest rate. But during March of 
this year, corporate refunding exceeded $112,000,000—or 
nine times as much as during the previous March. And the 
interest rate on the new issues this year shows an average 
decrease of almost one and a half per cent, which meant a 
saving of more than one and a half million dollars. ‘That 
is real refunding. It shows conclusively that the financial 
log-jam has been broken. 

These developments have a very definite meaning in 
your everyday life. They affect not only the taxpayer but 
every stockholder, producer, consumer and worker. 

We are now just on the eve of seeing the substantial 
benefits of this fundamental change. 

There is no longer any reason why capital should not 
flow normally into the arteries of business. In fact, with 
the splendid co-operation and wise guidance of the Federal 
Securities and Exchange Commission, it is doing so. 

Refinancing on this scale has the quality of high ad- 
venture. In England, when they undertook a similar opera- 
tion to reduce debt charges, the Chancellor of the Exchequer 
felt called upon to ask that no new capital issues be of- 
fered during the period of the conversion, and that ban re- 


: 7 OU will see in tomorrow morning’s newspapers that 





mained in effect six months. The operation was accompa- 
nied by appeals to patriotism; indeed it resembled one of our 
war-time Liberty Loan campaigns. Here we have handled 
this same transaction so easily, and in such a commonplace 
manner, that many people have undoubtedly been unaware 
of its nature or significance. 

But the benefits of this transaction do not end with 
the saving of $100,000,000 a year. 

When we began our refinancing early in 1934 we faced 
a peculiar situation. There was plenty of money, and pre- 
sumably it ought to have been cheap, but it wasn’t. The 
bond market was stagnant and prices were low. Scarcely 
any refunding was going on. There was a log-jam in the 
capital market. The Federal government took the initiative 
by refunding the first five billions of high-rate Liberty Bonds 
into lower rate and longer bonds. In the fifteen months 
between January 3, 1934, and April 3, 1935, the average 
price of representative municipal bonds rose 24 per cent. 
High grade railroad bonds rose 14.4 per cent. Public utili- 
ties bonds rose 12.1 per cent. Industrial bonds rose 14.7 
per cent. These increases in the market value of bonds 
reflect the decrease in the cost of money. 

Although you may not have followed all this refinanc- 
ing in detail you have undoubtedly read headlines referring 
to the New Deal expenditures. Nobody denies that there 
have been expenditures—and large ones—but let us go into 
that subject realistically. 

Soon after this Administration came into office, March 
4, 1933, the President submitted a comprehensive recovery 
program which the Congress approved. As the President 
clearly pointed out in his first budget message in January, 
1934, that program called for an expenditure of $9,300,000,- 
000 for the two-year period ending June 30, 1935, above 
the estimated income. The deficit at the end of twenty-one 
months of that two-year period was $6,300,000,000. With 
less than three months to go to complete the two-year 
period, we are certain that expenditures will be $2,000,- 
000,000 less than that original estimate. 

Naturally you want to know what the government got 
for its money. Emergency expenditures caused the deficit, 
and here are the items: Loans made by the Reconstruction 
Finance Corporation, Public Works Administration and 
various other governmental agencies, $1,700,000,000. Pub- 
lic works under which I include the Boulder Dam, rivers 
and harbors, the Tennessee Valley Authority’s projects, sub- 
sistence homesteads, and the vast program of Federal aid 
for good roads, $1,200,000,000. 

The remaining $3,400,000,000 was expended for relief 
of American citizens in distress. This was the grand total 
for all forms of relief and includes even the $600,000,000 
for the Civilian Conservation Corps, whose splendid work is 
worth every dollar of its cost. 
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In order to get the true picture it is important to re- 
member that these expenditures are not loss or waste. We 
have acquired values for them. From the loans of $1,700,- 
000,000 we may expect repayments in substantial amount 
which will go to reduce the public debt. The $1,200,000,000 
for public works is invested in dams, roads, buildings and 
other permanent improvements These two items account 
for nearly half of the deficit. 

The greatest single item of expenditure has been for 


relief. We have furnished food, shelter, clothing—and the 


_self-respect which comes %f having a job—to millions who 


needed these things as never before. That item will con- 


tinue to be the bulk of the real deficit. 

Now let’s take up the public debt of the Federal gov- 
ernment. When this Administration came into office the 
gross public debt was a little less than $21,000,000,000. As 
of March 31 this year it had increased in round numbers 
to $28,000,000,000, the largest in our history. Although 
there is no doubt anywhere about our credit being good— 
if it were not good we could not have refunded all of those 
Liberty Bonds—some people raise a point about the cost for 
interest. But let us see how this cost at the present time 
compares with the cost in past years. The annual interest 
cost on today’s debt amounts to $800,000,000. And you 
would naturally suppose, in view of the fact that the debt 
is the largest in our history, that the interest cost must also 
be the largest. But it is not. 

We are carrying the greatest national debt in our his- 
tory for less money than it cost back in 1925, when the 
national debt was smaller by $8,000,000,000. 

Now let’s look ahead and see, first of all, what cer- 
tainties the future holds. In July and August we know 
that we are going to retire $674,000,000 of interest-bearing 
government securities. They are the Panama Canal bonds 
and United States consols that have already been called for 
redemption. The cash for that transaction is now in the 
‘Treasury. 


Then we are going to finish the retirement of the Lib- 


Old Age 


erty bonds previously mentioned. For all practical purposes, 
this gigantic operation will be out of the way when the 
time comes to raise the bulk of the money needed for the 
President’s new work-relief program. 

In his message submitting the budget for 1936 to the 
present Congress, the President said: 

“If this budget receives the approval of the Congress, 
the country will henceforth have the assurance that, with 
the single exception of emergency relief, every current ex- 
penditure of whatever nature will be fully covered by our 
estimates of current receipts. Such deficit as occurs will be 
due solely to emergency relief, and it may be expected to 
decline as rapidly as private industry is able to re-employ 
those who now are without work.” 

Since the President delivered that message, new develop- 
ments that would bear upon his forecast have been mostly 
favorable. 

In looking ahead we are cheered by the fact that tax 
receipts for the first nine months of the present fiscal year 
are $145,000,000 above the estimates. 

On June 30, 1936, we should have, according to the 
budget estimate, a national debt of $34,000,000,000, but 
those estimates did not take into account the retirement of 
the $674,000,000 of government securities which I men- 
tioned a moment ago. 

The work relief program, for which Congress recently 
appropriated $4,880,000,000, is scarcely started. In view 
of these two facts and our present comfortable margin within 
the budget estimates, it is entirely possible that we shall 
find on June 30, 1936, a national debt of considerably less 
than $34,000,000,000. 

In conclusion: let us not forget a few central facts and 
figures. ‘The New Deal expenditures are represented by 
snoney still right here at home. Some of it has been used 
to thaw out the frozen assets of banks for the benefit of 
depositors. Some of it is turning the wheels of industry. 
The greatest part of that portion which we shall not recover, 


‘in a material way, has been used to save human life and to 


preserve the morale of our people. 


Pensions 


By HENRY A. GRAY 
Of the Faculty of Law, New York University, delivered over radio, March 14, 1935 


HEN we come to consider definite measures 
W designed to deal with the problem of dependency 
in old age, we find ourselves faced with two dis- 
tinct tasks, requiring different treatment. First, there is the 
immediate and pressing need of the old who are unable to 
care for themselves. Secondly, those now young must be 
secured against destitution when they in their turn can work 
no longer. 
Two and three-quarter million men and women, more 
than a third of those who are 65 and over, must depend upon 
others for their support. They have no jobs and are too old 





to get jobs, nor have they savings. Obviously, we can do 
nothing for them by any insurance plan based on contribu- 
tions taken from earnings. They are far beyond the re- 
motest possibility of self-help. 

For them the only decent thing that can be done is to 
provide a pension payable out of public funds. Either that, 
or we leave them to the moral and physical deterioration 
which is the poor house. 

Recognizing this self-evident fact, 28 states have already 
instituted old-age pensions. Arkansas will be added when 
the Governor signs a law just enacted. Fourteen states set 
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the pensionable age at 70, one at 68 and the rest at 65. Pay- 
ments vary with each state, ranging from as low as $15 a 
month to as high as $40, the usual being $25 to $30. In 
all but Delaware payments are limited to citizens. 

The experience of these states proves that a pension 
system is less expensive than institutional care, yet it pro- 
tects the aged against the loss of self-respect, the break-up 
of their homes and the disruption of family ties. 

Not only is it imperative that the balance of the states 
take similar action, but existing laws must be liberalized. 
The age limit must be brought down to 65 everywhere and 
the amount paid increased so as to provide an adequate 
standard of living. ‘The citizenship requirement should be 
removed. It works an unjustifiable hardship on non-citizens 
who have lived in this country for many years and whose 
labor has helped build our resources. 

This extension and improvement of pensions cannot be 
achieved, however, without Federal assistance. The depres- 
sion has weakened the financial structure of our states and 
they find themselves unable to make satisfactory provision 
for the aged. For this reason, the Social Security bill, in- 
troduced by Senator Wagner, proposes a Federal subsidy to 
those states, which are paying old age pensions. If this bill 
becomes law, Washington will contribute to each state one- 
half of the amount paid out, but not exceeding $15.00 per 
person. ‘This subsidy will help make existing laws more 
generous and will be a compelling incentive to the laggard 
states to take action. At the same time, by requiring the 
states to comply with minimum standards as a condition to 
obtaining the subsidy, the Federal law will improve admin- 
istration and make for uniformity throughout the country. 

The prompt adoption of this part of the Wagner bill 
should speedily result in the establishment of reasonable, 
adequate pension systems everywhere in the United States. 

As to our second problem—security for those now em- 
ployed against dependency in their old age—the solution lies 
in a system based on compulsory contributions out of earn- 
ings. Such a plan utilizes the principle of insurance, a prin- 
ciple which we apply successfully in dealing with the dam- 
age caused by fire, death and accident. Each of us pays a 
small premium which is no real burden. By itself this sum 
is too small to afford any protection. Put together, it pro- 
vides a large fund from which we are able to compensate 
fully those who suffer loss. We achieve security through a 
combined social effort. This same principle underlies un- 
employment and health insurance. It can equally be used 
to make provision for old-age. As a matter of fact, this has 
already been done in some twenty-six countries, including 
the leading nations of Europe. Millions of men and women 
have thereby been guaranteed against destitution and de- 
pendency in their old age. 

Contributions to such a system should be tri-partite, 
that is, coming from the employers, the employees, and the 
state. An employers’ contribution is easily justified. ~The 







bulk of our people are not receiving sufficient wages to buy 
more than the necessities of life. They cannot, therefore, 
by their own efforts make provision for their future. For 
that purpose their incomes must be supplemented by their 
employers. Equally justifiable is a state contribution. Only 
in that way can we shift some part of the cost of caring for 
the aged to the richer classes of the community and thus 
achieve a more equitable distribution of what is essentially 
a social burden. 

The Wagner bill makes a beginning towards a con- 
tributory system. It proposes that, beginning in 1937, all 
manual workers and such non-manual workers as earn no 
more thar $250.00 a month shall regularly contribute one- 
half of 1% of their wages. Their employers will be re- 
quired to make similar payment. ‘These contributions are 
gradually increased so that by 1957 employers and employees 
will each be paying 214%. This is sufficient except that 
provision should be made for an additional contribution by 
the Federal government. 

Employees who came under this system for at least five 
years will, on reaching 65, regularly receive a percentage of 
their former wages. The longer the employee has been in the 
system the greater will be the percentage. Payment will not 
be conditioned by a means test. It will be a matter of rights 
and not of charity. Should an employee die before reaching 
the qualifying age, the total contributions paid by him and 
by his employer on his behalf, together with interest, will be 
given to his surviving dependents. 


People who are not employees and, therefore, do not 
come in automatically, can join voluntarily. By making 
regular payments they will be able to arrange for an an- 
nuity, in any amount not exceeding $100 a month, which 
will begin after they reach 65. 

The importance of this proposal is that it would imme- 
diately inaugurate a single system of contributory old age 
insurance for the entire country. With its adoption, we 
would have nationwide and uniform coverage at once with- 
out waiting for the slow and diverse action of 48 separate ~ 
states. 


Once the contributory system gets into full operation, © 
more and more employees will be cared for by the insurance 
which the contributions made on their behalf will have 
bought. 


The need for pensions will grow correspondingly less 
and there will be a gradual easing of the burden on govern- 
ment and charity. Immediate institution of such a system 
is thus clearly indicated. 


This two-fold program—pensions for those now old 
and dependent, compulsory insurance for those now young 
and at work—will give us a practical solution of our prob- 
lem. Its enactment will remove from the life of America, 
once and for all, the fear of helplessness in old age and the 
spectre of the poor house. 
























































464 


Vital Speeches of the Day 





[Vol. I, No. 15 








The Greatest Obstacle to National 





Recovery— Our Destructive 
Income Taxes 


By SAMUEL UNTERMYER, Attorney at Law 


Nationwide Broadcast from Los Angeles . ver National Broadcasting Company Network, 
March 16, 1935 


O THOSE among you whose memories go back for 
as long as forty or fifty years into the history of the 
enactment of our original Federal income tax law, 

and to its steady development from a sane, just and progres- 
sive piece of legislation into the present engine of oppression, 
it may seem strange to find me, who was one of its earliest, 
if not in fact the earliest, champion of an income tax, now 
denouncing the present laws as among the greatest stumbling 
block on our rocky road towards economic recovery. 

This does not mean that I have in the least changed 
my views of the wisdom and justice of the principle of levy- 
ing reasonable income taxes from the time when the enact- 
ment of the first law was declared unconstitutional by the 
United States Supreme Court and made necessary a con- 
stitutional amendment before any such taxes could be levied. 

| had spent parts of every year for some years, begin- 
ning in 1887, in Great Britain and on the Continent, in the 
study of their income tax laws, and had become so deeply 
impressed with their wisdom that on my return here in 1888 
I began agitating that subject. 

Our first laws reflected the rightful demand by the 
masses of our people, but sternly suppressed by the over- 
whelmingly powerful control of the privileged classes rep- 
resented by Big Business and High Finance that dominated 
our legislation, that the wealth of the country should at 
last be compelled to contribute its just share to the cost of 
government, which up to that time it had been entirely escap- 
ing. Then and for many years thereafter it had not occurred 
to the States or the localities to take advantage of the oppor- 
tunity to impose State or local income taxes. That has been 
a comparatively recent development, and a most unfortunate 
one, until we have now reached the stage at which our States 
and local communities, in their mad search for additional 
sources of revenue to meet their ever-growing extravagance, 
have been recklessly pyramiding this form of taxation upon 
the steadily increasing burden of the Federal tax, until, by 
way of illustration, to a resident of the City of New York 
the burden of this tax in its various forms in the highest 
bracket has now reached the fantastic amount of 7914% of 
the taxpayer's total taxable income, of which the Federal 
Government takes 63%, the State 7% and the City of 
New York 914%. As has been aptly said, if the individual 
dies of the plucking, 88% of his estate is taken by the same 
three branches of government in inheritance taxes, Washing- 
ton seizing 60%, Albany 20% and the City 8%. Out of 
an income of $200,000 the Federal and State governments 
must now be paid $99,500, or about 50%, and the local 


government another $13,270, making a total of $112,775, 
or 58%. 

One of the results of this taxation, that was predicated 
for the result of the local tax in New York City of 15% 
of the taxpayer’s Federal tax, unless it is promptly repealed, 
and that has already to some extent come to pass, is the 
wholesale exodus of legal residents from New York State 
to one of the adjoining States, of which Connecticut is pre- 
ferred, because it has no State debt and no State or local in- 
come tax laws. The shifting of legal residence is under our 
laws a mere question of intent. A man may have homes 
in different States and select his State of residence for tax 
purposes. ‘These experiences are being and will continue to 
be rapidly duplicated in many of the States unless some 
remedial action is taken to prevent a State or locality from 
invading the field of Federal income taxation. The tempta- 
tion for States and localities to lay hold upon such sources 
of revenue is too tempting to be resisted. Yet, it is difficult to 
see how this situation can be corrected and regulated with- 
out a constitutional amendment. ‘The increase in duplication 
is so easy and inoffensive, politically, and treads on compara- 
tively so few tax-paying toes, that there is great danger and 
confusion inevitable from its increasing use. Another defect 
and injustice of our system is the pyramiding of taxes upon 
earned income on investment or unearned income instead of 
figuring them separately as in other countries. That means 
that the recipient of an income from investments gets less of 
the rewards of his labor or must charge more for the same 
work, than one who has no such income, in order to net him 
the same return for the same service. It discourages effort 
and industry. 

When the war came on it was but right that, whilst we 
were conscripting our man power and requiring our boys 
and men to risk their lives and abandon their jobs in the de- 
fense of their country, we should not permit the great in- 
dustrialists and others who remained at home to exploit the 
war for their own gain. The incomes and excess profits 
earned during that period were, therefore, properly sub- 
jected to heavy taxation, especially in the higher brackets, 
because these men were profiting by and capitalizing the 
trials and misfortunes of their brethren into great war for- 
tunes for themselves. That was the least contribution we 
could expect of them. But no one could have visualized 
that after the war these taxes instead of being reduced to 
normal pre-war rates would be steadily increased year by 
vear over the past fifteen years as they have been doing to 
the present day. The last Federal increase was enacted to 
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take effect on January Ist of this year. With the addition 
of the State, and certain of the cities imposing further in- 
come taxes, they have now become confiscatory and are 
literally paralyzing industry and initiative. 

Pray do not misunderstand me. It is not out of any 
tender consideration for the men of big incomes that I am 
making this appeal. If it were possible to take this large 
share of those incomes without creating havoc in the indus- 
trial world and injuring ourselves, I should favor it, so long 
as it was necessary for the support of the Government. As 
evidence of this, for thirty years or more I have been urging 
old age pensions and unemployment insurance in this country 
patterned after the long existing British system. 


Whilst we fondly delude ourselves with the thought 
that we are a democracy, the fact is that in everything that 
pertains to social reform we have always trailed far behind 
other countries in legislation looking toward the granting to 
labor of anything like its just share of the rewards of indus- 
try. I rejoice at the policy of our present administration in 
finally recognizing and endeavoring to enforce a more just 
distribution of the wealth that labor creates through the en- 
forcement of the minimum wage, the reduction of unemploy- 
ment, the support of the unemployed, old age pensions, and 
in other directions looking to social relief. In this land of 
plenty it is nothing short of monstrous that through inefh- 
cient means of distribution and other defects in our system 
those who are able and anxious to work should go hungry 
and be required to be the objects of charity. These flaws in 
our economic system will have to be corrected if our insti- 
tutions are to survive. But it is encouraging to feel that a 
beginning in that direction is being made. 

If, therefore, our shortsighted slogan of “Soak the 
Rich” could accomplish any useful purpose instead of stand- 
ing in the way of recovery, I would not be found opposing 
these crushing income taxes. But it is quite evident that it 
is having the opposite effect and that unless we call a halt 
we shall destroy industry and initiative. I repeat, that it is 
not because of sympathy with those who are being subjected 
to these taxes that I am making this appeal. On the con- 
trary, it is because the policy we are pursuing will hurt the 
masses far more than it will injure those who pay the taxes, 
and because there is a manifest alternative that will avoid 
this disaster. 

The banks are overflowing with money that cannot find 
an investment outlet, and will never find one during the 
continuance of these taxes, whilst the men of wealth are 
escaping by hiding behind the shield of tax-exempt securities, 
as is their right and to their interest. It would be fool- 
hardy for those with capital to venture it in any existing or 
new industries, or to invest in the purchase of railroad 
or industrial securities. If they earn money by assuming 
the risks, the Government takes the bulk of it away from 
them, whilst if they lose they get no allowance for their 
losses against their earnings, except under the most drastic 
and impossible conditions, and they must themselves bear the 
entire loss. They can realize a higher and safer net return 
without the risks. It is that situation that is paralyzing in- 
dustry, and that is responsible for much of our unemploy- 
ment. It is a false and foolish economic policy that if per- 
sisted in will destroy our chances of returning prosperity. 
The suggestion has often been advanced, and at times 







seriously considered, that in order to force capital out of 
hiding tax exemption on securities should be abolished. Apart 
from the gross breach of faith of solemn contract obligations 
that would be involved in such an undertaking, in my judg- 
ment that cannot be constitutionally done as to the many 
billions of such obligations now outstanding, nor can it be 
accomplished as to State and local government bond issues, 
except through amendment of the Federal Constitution. 
Such a law would be a repudiation of the sovereign power 
reserved to the States by the Constitution. Besides which, if 
the tax exemption could be taken from the States and com- 
munities as to future issues, it would add so largely to the 
cost of financing their needs that I doubt whether the vote 
of a single State could be secured for such an amendment, or 
that it would be wise, financially, to ask for it. 


True, much has recently been done in the way of re- 
pudiation that many constitutional lawyers believed could 
not be done toward moulding or construing our Constitution 
to meet the varying needs of the times. In my judgment 
the recent decision of the U. S. Supreme Court did _ not, 
however, involve any such repudiation or moulding. The de- 
cision was sound and logical. The conclusion was justified 
by the most rigid rules of construction. It was reached by 
invoking the Constitutional provision that in express terms 
reserved to Congress the sole power to coin and regulate 
money. It was right that all other parts of the Constitution 
that conflicted with that provision, including the provision 
upholding the obligation of private contracts, should be held 
subject to that supreme power. When it came, however, to 
the solution of the more difficult problem of what should be 
done with the contracts of the Government itself as em- 
bodied in its outstanding bond obligations, which are not 
protected by the coinage clause of the Constitution, the 
question became a much more narrow and difficult one and 
has not yet been quite solved. 


But it should here be observed that no question of the 
invocation of the clause vesting in Congress the power to 
coin and regulate money would be involved or come in con- 
flict with the provisions for upholding the obligation of con- 
tracts between the various States and local communities on 
the one hand and private owners of their obligations on the 
other. I venture the assertion that the obligation exempting 
those bonds from taxation cannot be voided as to outstand- 
ing bonds and could not be even if it were deemed wise or 
otherwise possible to do so. 

Whilst we are still writhing in the throes of economic 
distress, apparently not knowing which way to turn, and are 
failing to realize that a large share of that distress is due 
to the cause above assigned, there is and has always been 
a just and simple alternative open to us, of which our public 
men lack the courage to avail. I refer, of course, to the obvi- 
ous alternative of the much-mooted Federal Sales Tax, that 
would provide the necessary revenue. It has long existed in 
Great Britain and France and is not there regarded as bur- 
densome. That is true also of various of the States in which 
the Sales Tax is now being administered. The Federal tax 
could be collected at comparatively no cost, as our postage 
is now collected, by the purchase of stamps from the Gov- 
ernment that would be affixed to every bill in order to make 
the sale and receipt legal. The stamps would be bought from 
the Government and the enormous expense of the machinery 
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for collecting the tax and of supervising its proper return 
would be avoided. 

The tax thus collected should be distributed one-half to 
the Federal Government and the remaining half to the com- 
munities from which it is gathered. Instead of that part 
of the tax thus distributable to the communities going into 
the coffers of the State, where the present State sales taxes 
are now most inequitably divided, it would be paid directly 
into the treasury of the locality. It would put an end to the 
duplication and triplication of income taxes that is now going 
merrily forward to the great detriment of many of the com- 
munities, and last and more important it would permit of 
cutting income taxes to a point where there would be a re- 
vived incentive to take the risks of business, industry and 
investment and to buy railroad and industrial bonds and 
stocks, in which it is not now to the interest of men of 
wealth to invest. That is at least one of the reasons why 
legitimate business on the Stock Exchange has shrunk by a 
small fraction of its former dimensions and why capital for 
new enterprises is no longer available through the issue and 
sale of new securities. 

Why will not our public men confront this great prob- 
lem with courage and patriotism? A man of means with an 
income of say $100,000 in taxable property, living in New 
York City, must to-day pay over 41% of it, or $41,600, 
in income taxes. If, therefore, he buys for investment, let 
us say, $100,000 of railroad or industrial bonds or stocks, 
vielding 5%, or $5,000, he has to pay over $2,000 of that 
$5,000 for income taxes, leaving him less than 3% _ net 
return; whilst if he buys, say 4% State or city tax-exempt 
bonds at par (at which or cheaper many such good bonds 
are obtainable), he will realize a net income of $4,000, free 
from income taxes, or 25% more than if he puts his money 
in industry. If, on the other hand, he invests that money in 
a corporate business which, if he is exceptionally fortunate, 
will yield a return of 10%, or $10,000, by the time the 
company has paid its income tax on the business in which 
he is interested and he pays the tax on the net income that 
will come to him, he is still in the last analysis better off 
with his money invested in tax-exempt securities, as to which 
there is no risk. It is that situation that largely explains the 
inability of the great banks to find use for their money in 
business. Until these conditions are corrected idle money will 
continue to accumulate in the banks and investments in tax- 
exempt securities will increase without any constitutional 
means of stemming the tide. 

On the other hand, what is it that so terrorizes the poli- 
ticians against adopting the Federal Sales Tax? In all the 
countries in which it has been tried it has been found to be 
the greatest income yielder, is easily collectible, and so little 





of an individual burden that the protests expected from it 
have never materialized. Among its virtues it automatically 
equitably distributes the cost of government among all the 
people. A tax of 2% would yield all the money needed to 
supersede one-half of all income taxes and build up a sane 
and workable tax structure, toward making every citizen 
tax conscious, by reason of his trifling contribution to the sup- 
port of his Government. It would not be nearly so burden- 
some as the various forms of taxation to which he is now 
being subjected. The man who buys $1,000 per year in 
food and merchandise for his family, which is above the 
average, would pay $20 per year. He pays vastly more now 
in various forms of taxation, a large part of which is ab- 
sorbed in the cost of collection. The tenant must reimburse 
his landlord for the income taxes paid by the latter, and it 
is he, as a consumer, against whom all taxes are ultimately 
charged by the manufacturer and merchant. Do not longer 
live in the delusion that the capitalist bears that ultimate 
burden. He passes it on. 

Permit me, therefore, again to urge upon you the impor- 
tance of a widespread study of this vexatious subject of taxa- 
tion with an open mind and with the view of radically revis- 
ing the false system under which we are staggering. Until 
that has been accomplished national recovery will be impos- 
sible. These many well-intentioned artificial devices, useful 
as they may be to bridge the chasm, are mere crutches. They 
are helpful makeshifts to the lame man but they do not 
teach him to walk. 

In closing, let me warn the dull-witted, socialistically 
inclined politicians of California that in their present on- 
slaught on the moving picture industry they are tempting 
fate and likely to “kill the goose that lays the golden egg,” 
and that unless they draw back now it may be too late. 
Besides being grossly discriminatory and unjust, the pro- 
posal is sheer madness. When I was acting as special coun- 
sel for the City of New York in 1933, the City was in such 
urgent need of temporary funds for unemployment relief that 
we enacted a local law imposing what seemed a fair and 
moderate temporary tax on transactions on the New York 
Stock Exchange. ‘Thereupon the Exchange threatened to 
move out of the State and the law was hurriedly repealed in 
time to prevent that catastrophe. You may be less fortunate 
in this State in your proposed experiment. 

With the center of the stage just now preempted by 
demagogues of the Huey Long, Father Coughlin and Dr. 
Townsend types, appealing with their quack nostrums to 
the justified discontent of the masses, I realize that mine 
is an unpopular remedy, but cherish the hope that its sanity 
will make its appeal and that mine will not be a lone voice 
“crying in the wilderness.” 
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Commerce and Legislation 


By HON. DANIEL C. ROPER, Secretary cf Commerce. 
Delivered Before the Cleveland Chamber of Commerce, Cleveland, Ohio, April 11, 1935. 


AM glad to have the opportunity of meeting today 
I with the Cleveland Chamber of Commerce for the 

mutual consideration of the relationships between com- 
mercial developments and activities and the legislative divi- 
sion of the federal government. 

Business forums such as afforded by this meeting offer 
splendid opportunities for exchange of viewpoints and for 
the orientation of unified business approach to the legislative 
problems of the federal government. It is only natural that 
business men, absorbed in the intensive interests of their 
own daily problems and without intimate contact with legis- 
lative processes, would not have a thoroughly developed 
experience as a basis for a comprehensive and judicious ap- 
praisal of legislative procedure. 

Business contacts with the Congress are generally 
limited to instances in which the business man appears at 
Congressional hearings or those contacts made through re- 
lationships with associations which maintain Washington 
offices for the purpose of presenting the case of business to 
the legislative and to the executive branches of the govern- 
ment. Many of these Washington offices and representatives 
are, as you know, designated as “lobbies” or “lobbyists,” 
and under such designations have lost prestige as adequate 
aids to business at Washington. I secure some of the most 
effective and public spirited cooperation from business repre- 
sentatives stationed in Washington and it is unfortunate 
that these reputable representatives should be handicapped 
by the selfish and often unethical practices of those who 
exert influences for selfish and unsocial preferential ad- 
vantages. 

Before giving our attention to current aspects of the 
legislative situation, let us review briefly certain salient his- 
torical facts that have a bearing upon the development of 
business practices, regulations and agencies which have been 
created to conduct dealings between business and the federal 
government. 

The basic reason for calling the Constitutional Con- 
vention after the Revolutionary War was commercial and 
economic. The Articles of Confederation had not given the 
federal government any power to regulate commerce and 
this defect proved so serious that trade relations between 
and among the various states were at a standstill. Without 
this power the various states could function commercially 
virtually as independent units or countries, setting up what 
barriers or restrictions that each state might desire. Several 
of the states appointed commissioners to study together the 
status of trade and commerce of the new nation and to 
consider the necessity of uniform trade regulations for com- 
mon interest and mutual harmony. Following the Revolu- 
tionary War the states drifted into a hopeless condition of 
economic lethargy and stagnation in which special privileges 
and preferential treatments were the order of the day. One 
economic group in one state was in a position to impose 
requirements upon a different group in another state. Busi- 
ness itself was unable to meet the situation which was rapidly 





paralyzing trade in the new nation. The only way that a 
solution could be effected was through the creation of a 
federal legislative authority for the regulation of interstate 
commerce. Thus, with the adoption of the Constitution in 
1787 the first step was taken whereby the central govern- 
ment had the power of jurisdiction over business, trade and 
commerce among the various states for the purpose of secur- 
ing maximum benefits for the general welfare. 

That grant of power to Congress is contained in Clause 
3, Section 8, of Article 1 of the Constitution, and reads as 
follows: 


“To regulate commerce with foreign nations, and 
among the several states, and with the Indian tribes.” 


The first major interpretation of the “commerce 
clause” of the Constitution was made by the Supreme Court 
in 1824 in the case of Gibbons vs. Ogden. ‘This decision 
was written by Chief Justice John Marshall and set forth 
the right of the federal government “to prescribe the rule 
by which commerce is to be governed.” 

Since that time this constitutional provision for the 
regulation of interstate commerce has been the basis for a 
long series of legislative enactments establishing methods of 
regulation and control in the sphere of business through 
federal agencies. Chief among these agencies have been the 
Interstate Commerce Commission and the Federal Trade 
Commission. The principle of associative action between 
government and business is illustrated by trade practice con- 
ference agreements under the Federal Trade Commission. 
In addition to these two agencies, public utility commissions, 
labor laws, tariffs and special corporate bodies established by 
Congress during the World War have provided economic 
and institutional foundations upon which administrative and 
regulatory bodies created since March 4, 1933, have been 
based. 

Through our economic history can be traced a clear-cut 
line of development and action which has imposed upon the 
federal government the necessity of taking on increased 
regulatory functions as the growth and expansion of business 
and industrial units have clothed them with inescapable 
public responsibilities. The traditional concepts of the free- 
dom of individual and unrestrained private enterprise have 
undergone significant changes in the last half-century of 
economic progress. From the end of the Civil War until 
the beginning of the twentieth century, the attention of 
business and industrial leaders generally was focused upon 
the external and individualistic problems of building rail- 
roads, organizing new corporate enterprises, opening up new 
land areas and building new cities to the westward. The 
relative simplicity and independence for fast growing eco- 
nomic endeavors did not at first require a catechism of social 
responsibilities for guidance and direction. As a result, a 
tradition of unrestrained private enterprise was crystallized 
so that when complex and congestive factors of a constantly 
increasing social and economic interrelationship demanded 
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that private privileges become a public trust as well, there 
was no enlightened tendency among the majority of business 
men to understand the newly arising problems. Hence, the 
first efforts for corrective and protective features were ini- 
tiated by the Congress, with the Interstate Commerce Act 
and first federal anti-trust law in 1896 representing the 
major legislative answers to the evident questions of social 
responsibilities on the part of business. From that day 
until the present time, many business men have objected to 
what they have called “legislative interference” until the 
regular meetings of Congress have come to be looked upon 
as exerting a definite influence upon business sentiment, plans 
and activities. 

‘The checks and balances established by the framers of 
the Constitution through the executive, legislative and 
judicial branches of the government have given to our legis- 
lative system an element of safety and balance possessed by 
no other representative law-enacting body in the world. As 
an illustration of the principal differences between the legis- 
lative organization and procedure in England and France 
as compared to the United States, I cite Dr. William Ben- 
nett Munro of Harvard: 


“In England supremacy rests with Parliament, which 
can do whatever it will so long as it keeps within the 
bounds of what is humanely possible. No executive can 
veto the acts of Parliament. No British Court can declare 
them unconstitutional. 

“Under the law governing the French Republic under 
its written Constitution, no court can set aside the man- 
date of the Senate and the Chamber of Deputies when 
they act in accord. ‘These two countries, Britain and 
Krance, have accepted the doctrine of legislative su- 
premacy.” 


‘The legislative problems of the United States are com- 
plicated by a diversity of interests and characteristics which 
make the legislative programs of other law-enacting bodies 
relatively simple. The United States, economically and 
geographically, is in effect four nations in one. This re- 
quires constant adjustments, changes and compromises—the 
weighing of the needs of one section or region against the 
ueeds of others, so that an approximately equitable adjust- 
ment may be reached without undue hardships upon others. 
Further complicating factors are found in our paralleling 
agricultural and industrial civilizations, the contrasting re- 
quirements of rural and urban life and the co-extensive 
development of four major forms of transportation. In 
other countries there is an economic predominance in one 
respect or another and yet there is relatively no more strictly 
legislative effectiveness anywhere in the world than in the 
Congress of the United States. 

My observations upon the legislative aspects of the 
federal government are based upon forty years of contact 
with the Congress. My first experience in Washington, 
beginning in 1893, was as Clerk of the Interstate Commerce 
Committee of the Senate. Several years after completing 
this service, my close congressional associations were con- 
tinued as Clerk of the Ways and Means Committee of the 
House. Through these contacts and services information was 
gained which came through practical, first-hand experience 
rather than theoretical, off-hand observations. This is men- 
tioned only to emphasize the great advantage in appraising 
such processes from a two-way viewpoint of close inspective 








acquaintanceship as well as from a more objective perspec- 
tive. It is unfortunate that the spotlight of publicity should 
be turned only upon the defects of the Congress rather than 
upon its constructive accomplishments. I emphasize this 
point as an invitation to business men to make a tolerant 
study of both the assets and liabilities of congressional pro- 
cedure so that a more intelligent approach may be developed 
as the best means for improving the relationships between 
Congress and business. 

On the other hand, I believe it is just as essential for 
members of Congress to maintain contacts that enable them 
to keep better acquainted with business elements among 
their constituencies. In many cases within the past two 
years where doubts and misunderstandings have existed, I 
have found that “friendly get-togethers” among those in- 
volved reveal a surprising unanimity of purpose and atti- 
tudes. As a simple suggestion, but one that is certain to 
yield highly valuable results, I urge business men to invite 
their legislative representatives to visit their plants, factories 
and offices and thereby assure a more accurate knowledge 
of conditions. We should remember that discontent is 
always more expressive and more dramatic. 

It is thus that the attention of members of Congress 
is usually called to those sore spots and unsatisfactory con- 
ditions in industry which reflect a lack of social responsi- 
bility and humane consideration. In this way a one-sided 
picture of the actual situation is too frequently presented. 
On the other hand, splendid accomplishments in working 
conditions, employee benefits and privileges may go relatively 
unnoticed. Business men themselves should seek to correct 
this informative deficiency by bringing their Congressional 
representatives into a better educational relationship with 
their individual companies and industries for the procure- 
ment of truth without bias or prejudice. Merely to invite 
members of Congress to address association conventions and 
meetings is not adequate. When they cross the thresholds 
into your offices and factories at your invitation, the first 
important step is taken toward the goal of an enlightened 
and sympathetic understanding. Today this suggestion em- 
bodies a principle of primary ‘significance because the legis- 
lative influence has become a practical element in the sphere 
of business management. 

I have no patience with those persons who criticize 
the intention and endeavors of the Congress of the United 
States when either or both houses are considered compre- 
hensively. Of course, there are innumerable approaches to 
the goal of service but I am speaking of service results in 
their finality. There is no greater legislative body in the 
world than our Congress, none so representative of the 
people of any country, none who have in the aggregate a 
more genuine desire to serve their country constructively. 
As I have stated all existing defects, either in personnel or 
objectives, can be corrected gradually by working out pro- 
grams whereby the people themselves can be kept closer to 
their representatives, with the result that legislative condi- 
tions and objectives will be better understood. Can we 
not, therefore, in line with this thought, be more construc- 
tive and less destructive in our criticisms? 

For as long as I can remember, there has been ad- 
vanced the perennial complaint, excuse or alibi; “Wait until 
Congress adjourns before going ahead with plans for expan- 
sion and increased business. When Congress gets out, busi- 
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ness can get busy.” If this expressed belief were followed 
literally, business would be waiting just about half of each 
year. There would not be time to get a broad program of 
development under way before another session of Congress 
convened with another interlude of waiting for the next 
adjournment. In actual practice this so-called “‘waiting to 
see what Congress is going to do” is not followed practically, 
but there is enough of an undercurrent of hesitancy and un- 
certainty created to retard materially the normal recuperative 
processes of economic recovery. In the field of business 
as in most endeavors in life, there is a habitual proclivity 
to blame one’s troubles and problems upon everything and 
everyone but oneself. Congress particularly offers a large 
and inviting receptacle for such alibis and excuses. 

One major contributory cause to this habit of “blaming 
it on the Congress” lies in the procedure for developing 
legislation. It is rare that any bill of importance passes 
Congress in substantially the same form in which it is first 
introduced. Original drafts of bills serve as a working 
basis for conducting committee hearings, and for conducting 
studies and reaching proper conclusions. During the period 
that hearings and investigations are being conducted, pub- 
licity is freely given to the facts, proposals, viewpoints and 
recommendations set forth in the procedure. Many people 
interpret these reports as reflecting the substance of the 
final form of the bill. After a bill is reported out of com- 
mittee, it is subjected to debate and discussion on the floors 
of the Congress, with changes and amendments frequently 
made before a final vote is taken. There are, of course, 
very obvious advantages in the publicity that is given to the 
entire process of the making of a bill, but discriminating 
analysis is necessary if the business man is to prevent the 
preliminary hearings, with their controversies and presenta- 
tion of opposing viewpoints, from affecting his considered 
judgment as to the ultimate form and stipulations of a bill. 
As one business man with more than two decades of close 
contact with the Washington scene said to me recently: “I 
never start worrying about any bill until it has been re- 
ported out of the committee and has run the gauntlet of 
debate on the floor of Congress. If I have any convictions 
as to what form the bill should take, I register them at 
the appropriate time, but I never start worrying either 
publicly or privately until they approach their final stage 
and then I generally find that any kind of worrying is 
futile.” If this rule were followed generally by business 
men, there would be far more mental equanimity, far more 
time to concentrate on specific problems of management and 
far less time to divert in unnecessary perturbation over 
what the final legislative result might be. What is needed 
is business counsel and business facts in the open and in 
the interest of the best results for all concerned. 


One of the inherent weaknesses in a democracy is its 
tendency to become subservient to block pressures, militant 
minorities, well-financed lobbies and unfounded rumors. 
Most of these efforts are concentrated upon the Congress 
where regulatory provision and statutory requirements are 
defined in the laws enacted in that body. As the focal 
point of origination and determination. Congress faces the 
frontal attacks of squads, platoons, companies, brigades and 
regiments of special influences, pressure and demands. To 
expect that none of these forces would succeed in definitely 






influencing the final form of legislation is to expect the im- 
possible. Fortunately, many of these opposing forces do 
bring about a stale-mate which allows the general public 
welfare to prevail in the end. Fortunately, also, there is 
a large enough number of Senators and Representatives who, 
even though they have been elected to represent a particular 
district or State, upon taking their oath to uphold and de- 
fend the Constitution, are impressed with their inalienable 
responsibility to consider the welfare of the entire nation 
as well as the needs of their specific districts and States. 
I bring these points of the inherent possibilities of weak- 
nesses and defects into the picture to indicate the necessity 
of a business approach that is fully cognizant of the com- 
plete scope of problems involved in our congressional system. 

Now let us turn briefly to a consideration of the Wash- 
ington legislative program of today from the standpoint of 
business, keeping carefully in mind the constructive, guiding 
factors that will assist in the creation of an accurate picture. 
Business cannot afford to hide behind the smoke screens of 
excuses ‘that they cannot go ahead with their expansion 
plans until they see what Congress is going to do. 

Of the major bills now under consideration by the 
present Congress I venture to say there is none which when 
finally enacted will develop obstacles and impose restrictions 
that will handicap sound business progress. The present 
Administration is just as eager as business itself to clear 
the way for further recovery in every possible aspect. Na- 
turally, business is not going to get everything it wants in 
the current legislative program. But it never has, for that 
matter, so this is no new experience. 

Among the several contentious issues emphasized as 
causing that uncertainty which restrains active business de- 
velopment is utility legislation. This legislation as recom- 
mended by the President is intended to correct patent evils 
and abuses which will put the utility industry on a sounder 
and safer basis for the future. The normal stamina of 
this industry is well illustrated by the record it has made 
in the past fifteen years, even in the face of the pummeling 
the operating units have often had to take from financial 
manipulations. Present equities of investors will be pro- 
tected and safeguards for bona fide property rights will be 
created. Furthermore, every effort will be made to protect 
against a repetition of the process whereby eighteen systems 
between 1923 and 1929 super-imposed a paper write-up of 
a billion and a half dollars and issued securities against 
these purely book values. In some instances, holding com- 
panies shifted the risk from common stock to bonds. These 
abuses and evils have not been practiced or countenanced 
by all companies. But their existence has been prevalent 
enough to cause a vast loss to American investors. The 
utility and holding company legislation recommended by 
the President is a definite step to prevent any possibility or 
necessity of government ownership and operation, rather 
than a step toward government ownership as contended by 
many who are hostile to this legislation. There is every 
reason to believe that the utility industry, justly relieved of 
the unjustly exercised domination of holding company man- 
agement, will thrive as it has never done before under the 
aegis of private initiative and operation. 


I have discussed the subject of utility legislation at 
some length because it is one of the more contentious of 
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the still unsettled issues. Most people base their opinion of 
legislation entirely upon what they read or hear others say. 
Rarely do business men carefully read the actual bills as a 
basis for their judgment and position. Consequently, their 
approach is a patchwork of the personal reactions, the frag- 
mentary comments or generalized observations of others. 
A thorough reading of the various bills will often disclose 
that many of the publicly engendered fears have no basis 
of fact in either the language or the intent of the bill. 
After almost two years of administrative experience 
in the N. R. A., both government officials and business men 
have had a practical demonstration which indicates in what 
form the N. R. A. should be extended. Some modifications 
and simplifications are probably desirable, but there is an 
overwhelming majority of business opinion strongly in favor 
of continuing the N. R. A. along the general lines which 
concrete experience has proved practicable and beneficial. 
The close and intimate working contact business men have 
had with the N. R. A. has been an invaluable relationship 
in establishing a cooperative study between government and 
business in finding the best methods of procedure for incul- 
























cating the principles of self-government in industry with 
the necessary degree of governmental cooperation desired 
and needed by good business. 

The legislative enactments of the Congress, represent- 
ing as they must a certain balance of compromises among 
the great diversity of economic interests, cannot be expected 
to approach the full ideal of law as expressed so effectively 
by Samuel Johnson when he said: ““The law is the last 
result of human wisdom acting upon human experience for 
the benefit of the public.” 

But laws, as they affect the economic activities of 
private enterprise, will more clearly approach this ideal as 
business secures a larger and more intelligent comprehension 
of the nature and the problems of our federal legislative 
processes, and seek more frequent participation with the 
Congress in assembling the facts and the conditions under 
consideration. 

If business men themselves, not through hired repre- 
sentatives, would work more intimately and more freely 
with the Congress the results would be more satisfactory 
for all concerned. 


The Railroad Problem 


By J. J. PELLEY, President Association of American Railroads 
Delivered before the Chamber of Commerce of the State of New York on April 4, 1936 


road situation and the outlook for the future. 

The condition of the railroad industry, in common 
with many other forms of business, is far from satisfactory. 
While there is so much public discussion of the present situa- 
tion of the railroads and so many suggestions are being made 
as to how their troubles can be cured, let me tell you what 
has caused the present plight of the railroads and what should 
be done about it. 

The two real causes of the present poor showing of the 
railroads are the general business depression and the compe- 
tition of other forms of transportation which are heavily sub- 
sidized and not regulated at all so far as interstate traffic is 
concerned, and not effectively regulated as to intrastate traffic. 

The first cause—the general business depression—being 
common to almost all, requires no discussion on my part. 

I do want to give you a few facts regarding subsidized 
and unregulated competition, particularly with reference to 
waterways and highways. From 1906 to 1933, inclusive, the 
United States Government spent on inland watérways—cov- 
ering rivers and not the Great Lakes—the following amounts: 


I T is my purpose to present to you today the existing rail- 


Capital expenditures $432,753,382 
Interest 138,481,080 
Maintenance 96,289,191 
Operation 117,764,372 
Total . $785,288,025 


These expenditures took business off the railroads and 
not one dollar of the money spent is returned to the govern- 
ment. 

In addition to spending 785 million dollars of the tax- 
payers’ money to develop waterways to take business away 


from the railroads, the government went into the waterway 
transportation business in 1919 through the Inland Water- 
ways Corporation, which operates a barge line on the Missis- 
sippi and Warrior Rivers. The average annual subsidy in 
this operation is $3,571,265, or $2.30 for each ton of freight 


transported. 


Consider, for example, just one project of waterway 
development, that on the upper Mississippi River. The an- 
nual cost for maintenance, operation of locks and snagging, 
paid directly out of the Federal Treasury, is somewhat more 
than $2,500,000. This amount, equal to $1.40 for every ton 
of traffic moving over this route, includes nothing for interest 
on the capital invested. If interest on the capital investment 
at four per cent is added, it means another $1.40 per ton for 
all trafic moved. In other words, the taxpayers are paying 
out $2.80 per ton for the traffic now moved on the upper 
Mississippi River. This is the kind of competition the rail 
carriers have to meet. 

Now, as to the highway subsidy: Based on a study made 
by three of the outstanding highway authorities in the United 
States, none of whom has ever been especially interested in 
the railroads, the amount spent for the construction and 
maintenance of highways in the year 1932 exceeded the total 
gasoline taxes and license fees by $594,687,000. For the 
period of the greatest highway expenditures,—1921—1932, 
inclusive—this subsidy by government to motor vehicle oper- 


ators amounted to $7,119,794,000. 


When we are told that waterway and highway trans- 
port are cheaper than rail, in the face of these figures, are 
we not forgetting that the taxpayers are paying out in taxes 
more than is being saved in freight charges? 

In addition to being heavily subsidized, waterway and 
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highway operators have the advantage of not being restricted 
by regulation. It must be obvious to you that transportation 
strictly regulated can not compete on equal terms with trans- 
portation free of regulation. ; 

Before discussing the remedies that should be applied to 
the present railroad situation, I desire to repeat the two real 
causes of the present poor showing the railroads are making— 

The general business depression; and 

Subsidized and unregulated competition. 

I now come to the question of what should be done. 

What should be done about the depression, I leave to 
others. 

All that is necessary to correct the railroad situation, as 
much as it can be corrected by public action, is to give them 
an equal opportunity to meet the competition they have. Our 
conception of equal opportunity is that waterway and high- 
way operators be required to pay their way and be regulated 
on a basis fairly comparable with rail regulation. 

There is much talk of what the railroads can do for 
themselves. The rail carriers admit there is considerable 
that can be done within the industry if they are given a free 
opportunity to do it. 


In 1933, the Emergency Transportation Act was passed, 
providing for a Coordinator of Transportation. The under- 
lying thought in the conception of this law was that many 
economies could be brought about by closer cooperation of 
the railroads with one another. The reason for having the 
Coordinator was to establish an authority to consummate co- 
ordination plans about which there might be a difference of 
opinion and action among the railroads. In short, if savings 
could be effected by coordination and the railroads involved 
could not reach an agreement, the Coordinator was empow- 
ered to order what seemed to be in the interest of the railroads 
and the public. 

This law, as conceived and proposed, had the approval 
of the railroads, but the bill as originally proposed was not 
enacted. It was so amended in Congress that, as finally 
enacted, it really defeated its purpose. 

It was contemplated that unifications and coordination 
of service made under this law would relieve a certain num- 
ber of men from their jobs. The law as enacted, however, 
provides that the railroads will not have a fewer number of 
men than they had in- May, 1933, and that no employee shall 
be in a worse position as to compensation than he was in 
May, 1933, by reason of any action taken under the Coordi- 
nator Act. The purpose for which the law was created was 
thus defeated almost entirely by this provision. 

The law also provides that the Coordinator shall make 
studies that might lead to economies or improvements in serv- 
ice and of general benefit to rail transportation. During his 
term of office, the Coordinator has made several studies, all 
of which are receiving the consideration of the railroads. 
Many of them contain helpful suggestions and, in the end, 
they will be handled to a conclusion by the carriers with some 
profit. Largely on account of the labor provisions of the 
law, however, the results have been disappointing. The rail 
carriers now feel, as a matter of fact, that because of the 
labor provisions of the Coordinator Law, they are worse off 
than before it was enacted. Prior to its enactment, there was 
no restriction on coordination and much was accomplished 
by the railroads in that direction. 





Unless re-enacted, the Coordinator Law expires by limi- 
tation on June 16, 1935. I have heretofore stated, and I 
now repeat, that the railroads are opposed to the continuation 
of the Coordinator Law. The reasons are these: 


Very little can be accomplished under the law except 
studies, and they will have been made. ‘The law is a real 
hindrance to progress in coordination and consolidations, and, 
besides, the rail carriers have a fundamental objection to a 
Federal officer who has uathority to exercise discretion in 
managerial functions without responsibility. 


Self-help for the railroads can be achieved through the 
Association of American Railroads, which was organized very 
largely for the purpose of accomplishing the very things that 
the Coordinator Law was expected to do. The railroads of 
the North American Continent, being mindful of the impor- 
tance of concerted action and with a unanimity which was 
most gratifying, formed this Association in the autumn of 
1934. Its activities cover the fields of operation, traffic, ac- 
counting, law and, particularly, research and planning. Its 
affairs are carried on by a President and administrative de- 
partment heads, under the direction of a Board composed of 
fifteen directors. Its Board of Directors has authority to 
assume jurisdiction not only of disputes among carriers but 
to do everything for the industry and the general public in- 
terest that can be done within the industry itself. It is a 
bold experiment in cooperation in the face of a critical 
situation. 


In addition to the difficulties created by the depression 
and by the competition of unregulated and subsidized forms 
of transportation, there are now pending in Congress bills 
which have been introduced at this session, at the instance of 
railroad labor leaders, to make six hours, with eight hours’ 
pay, the standard day for railroad labor; to limit the length 
of trains; to add to the number of men required on certain 
classes of trains; and other measures, all of which would add 
to the expense of operation of the railroads more than one 
billion dollars per year. These measures would have the 
effect of adding only to the expense—nothing whatever to 
the safety or efficiency of operation. The railroads could not 
pay such a bill of increased costs, and the traffic of the coun- 
try should not be called upon to bear any such burden. 


Many seem to think that the railroad problem is a com- 
plicated one and is complex in many respects. With them I 
wholly disagree. It is a very simple problem. To solve it 
we need to: 


1. Withdraw the subsidies from other forms of transporta- 
tion and regulate them on a basis fairly comparable 
with the railroads; 

2. Prevent the enactment of any legislation that increases 
costs of railroad operation; and 

3. Discontinue the Coordinator Law and give the Asso- 
ciation of American Railroads an opportunity to do for 
the rail carriers what can be done within the industry 
itself. 


With this three-point program effective and with a re- 
turn of anything like normal business conditions, the rail- 
roads again will give a good account of themselves from the 
standpoint of earnings and the effect on general business 
through their increased purchasing power. 
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Comments on the Current Situation 





By ALFRED P. SLOAN, Jr., President, General Motors Corporation. 
At the annual banquet of the Baltimore Association of Commerce at the Hotel Lord Baltimore, 


Baltimore, Maryland, Tuesday, April 9, 1935. 


N behalf of my associates, and from the personal 
standpoint as well, I wish to express my appreciation 
for the honor and courtesy that your Association is 

extending to us in General Motors, as is evidenced by this 
interesting and impressive dinner tonight, and the kind re- 
marks of both your President and our Toastmaster. The 
welcome so manifestly in the air this evening makes us feel 
as if we were already neighbors of long standing rather than 
just becoming acquainted, so to speak. I hope you will 
appreciate that we want to be neighbors. We want to be 
good neighbors. I mean by this, that we want and expect 
to do our part, and to accept our proper share of responsi- 
bility in promoting the economic and social advancement of 
your community. I am equally sure that you, on your part, 
your state and municipal authorities, who have complimented 
us with their presence tonight, and your business interests 
so generously represented, will likewise do your part, all of 
which means that, through the instrumentality of such a 
partnership, and with a common objective, the new relation- 
ship which we are tonight inaugurating, should redound to 
the credit and benefit of all. 


Just a word about the Baltimore Assembly Plant of 
our Chevrolet Motor Division. It may interest you to know 
that this operation is one of many similar operations within 
the United States, as well as in various countries overseas. 
In all such plants, General Motors has a total investment 
of approximately $79,000,000, employs 36,500 individuals ; 
with an annual pay-roll, under current conditions, in excess 
of $50,000,000. We reached the point where additional 
facilities of this character became essential. Therefore, we 
made a careful survey covering the advantages and disad- 
vantages of various communities, with the result that, from 
the standpoint of both its manufacturing conditions, its com- 
mercial advantages, and its geographical location, Baltimore 
appeared to offer the best opportunities for our particular 
needs. That is why we are here tonight. Assembly opera- 
tions of this character offer fundamental advantages. First, 
from the economic standpoint, largely through the influence 
of reduced cost of transportation there results a saving in the 
cost of our products and their selling prices to the consumer 
which, notwithstanding the economic theories of the moment, 
I am old fashioned enough to still believe is the most intelli- 
gent approach to increased consumption, reduced unemploy- 
ment and better times. Second, there results a decentraliza- 
tion of industrial activity which serves the useful purpose of 
spreading the benefits accruing from industry, more generally 
throughout the country at large, and, at the same time, 
equalizes the load of all supporting social services, such as 
the supply of food, shelter and clothing and transportation 
as well. The second consideration mentioned is really im- 
portant because, if we stop to consider it, the trend of mod- 
ern industry tends to unbalance the internal economy of 





too many individual communities—taking out more than is 
put in, so to speak. 


Underlying this method of operation is the principle of 
the decentralization of industry, under discussion more or 
less today, as a desirable consideration in the period of re- 
adjustment through which we are passing. Where it is 
possible, as in the case of the conditions which bring us 
together tonight, to spread the industrial load and the ad- 
vantages accruing from the productivity of industry, and at 
the same time to lower, or at least not penalize the cost of 
goods and services, then, to my mind, such a procedure is 
highly desirable. It should be encouraged. On the other 
hand, we must bear in mind that the evolution of our so- 
called “mass production,” which has placed within the reach 
of the many, conveniences and even luxuries that only a 
few years ago did not exist for even the favored few, has 
been in the direction of the integration rather than the de- 
centralization of industry—in the direction of a continuous 
process of manufacturing, starting the raw material in, at 
one end, and taking the finished product out, at the other. 
Such an industrial set-up involves complicated and costly 
equipment and, to break down such a modern instrument of 
production into its component parts, would, in many cases, 
be highly undesirable, both economically and socially. The 
answer to this question is not a simple one, and like so 
many others involving our highly involved economic struc- 
ture, it can only be determined after an analysis of each 
individual set of circumstances. 


It seems to be hardly in order this evening, on account 
of the limitations on our time, for me to comment to any 
great extent on the problems of the day, upon the solution 
of which, I am sure, we are all keenly interested, and upon 
which we realize our own future, as well as that of coming 
generations, is so vitally involved. However, the statement 
of our Toastmaster in the Senate last Tuesday struck such 
a sympathetic chord in my thinking, that I can not refrain 
from making a few remarks in relation thereto. 


We, in General Motors, in common with business and 
industry in general, have whole-heartedly supported the na- 
tional programs of industrial recovery because of our con- 
viction that we should uphold the President in his courageous 
and sincere efforts to promote better conditions. ‘That mani- 
festly was the duty of every one of us. We put aside our 
convictions and our experience and pooled our efforts with 
others, for the common objective on a common platform 
of action. It is an obvious fact that the world depression 
is a highly involved economic problem. It has never been 
satisfactorily diagnosed. Hence the remedies are necessarily 
obscure and uncertain. It seemed reasonable, therefore, to 
rely on the fact that, first, the solution of such a problem 
calls for action and, second, that progress can be effected by 
doing the wrong things, as well as doing the right things, 
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provided we have the open-mindedness to recognize our 
experimental errors and the courage to reverse our position. 
We have had, as a matter of fact, the assurance that that 
very thing would be done. I believe we, in this country, 
are better off, all things considered, than we were two 
years ago. But we are concerned, and we have occasion to 
be gravely concerned, with many of the policies that we 
have patriotically accepted. Our apprehension is not only 
on account of those policies themselves, but their implications 
for the future. It is perfectly evident that certain of these 
measures have retarded the processes of recovery. Others 
have accelerated same in an artificial way and can not be 
continued much longer. I am convinced that the time has 
long since arrived when industry and business should ex- 
amine what is being done, with an open mind; should deter- 
mine, based upon its experience and judgment, what measures 
are right and what are wrong, and should speak out fear- 
lessly and with conviction. The good must be separated 
from the bad. Here is a distinct responsibility. There is 
too much at stake to judge or ignore that responsibility. 
There has been too much of one side of the argument. It is 
essential that we broaden the basis of our discussion. Not- 
withstanding the fact that the fashion of today unfortunately 
appears to discredit every instrumentality of productivity, be 
it the individual or the machine, that fact should not dis- 
courage us. It should be an added urge to present the facts 
as industry and business judge same, relying upon the hope 
that demonstrated errors will sooner or later be recognized 
and righted and that common sense will ultimately prevail. 
Business and industry can depend, in the final analysis, upon 
the common sense of the people. 


If any of us tonight have any lack of faith in our in- 
dustrial future; or believe in the necessity of chronic unem- 
ployment; if any have the conviction that the industrial 
machine of the United States is over-expanded, they will be 
much interested and will obtain much satisfaction by a 
study of an economic survey bearing on this subject, recently 
issued by the Brookings Institute of Washington. It is hard 
to understand how, confronted with such scientific testimony, 
and in the face of what we can see and understand from our 
day to day contacts, there can be any support for the “theory 
of scarcity” which seems to have so hypnotized our thinking 
as to cause it to be accepted as the keystone of many of our 
economic policies. Many do not seem to understand that 
prosperity and productivity are synonomous terms and not in 
conflict with one another. Some imagine that wealth can 
be created by destroying wealth; that prosperity can be re- 
stored by artificial manipulation of price levels; that wealth 
is created by paying for the non-production of wealth. How 
can there be any acceptance of the idea that the amount of 
work to be performed in this great world of ours, particu- 
larly in this country, is limited and that it can not be ex- 
panded, and that the solution of the unemployment problem 
is to divide the current amount of work by the number of 
available workers? How can we fail to realize that reduc- 
ing the hours of work and increasing the hourly wage merely 
add to our unemployment and to our difficulties by cutting 
down the real purchasing power of the worker, his income at 
best remaining stationary, while the price he must pay for 
goods and services necessarily increases? He must consume 








less, hence less is produced. Less work and more leisure are 
both socially desirable and economically sound, provided at 
the same time the real cost of goods and services is lowered. 
This has been possible in the past and will continue to be 
possible in the future, but through evolution, not through 
revolution. All these theories that I have mentioned have 
been acclaimed and are still being acclaimed as desirable in- 
strumentalities for curing our economic ills. 

I should like to say to your Senator, that industry is 
much concerned, and has every right to be concerned, with 
certain proposals now before the Congress that serve to 
perpetuate these and other experiments—some in aggravated 
form. It seems a pity that with the economic structure of 
the world now largely readjusted to such a degree as to 
make a sound economic revival possible, we must con- 
tinually inject into the picture the decelerating influences of 
uncertainty and apprehension. By so doing we are retarding, 
if not actually preventing, what would otherwise, I am sure, 
be a great forward movement of private initiative and con- 
structive enterprise, and we must remember that upon that 
very thing in the final analysis we must depend. In the 
meantime, billions of dollars of additional debt are being 
added to an already over-burdened debt structure, taking the 
nation as a whole, with an implication with respect to the 
future not at all pleasant to contemplate. With a nation, 
as with an individual, the fact that credit makes borrowing 
possible is no justification for borrowing and for mortgaging 
the generations to come. There is bound to be a day of 
reckoning sooner or later—it frequently comes sooner than 
later, and even if we are able to avert a financial catastrophe, 
we are still, through the added burden of taxation, increasing 
costs and hence reducing consumption, adding to unemploy- 
ment, and retarding progress. 

Specifically, I should like to point out that, in the judg- 
ment of industry, the Wagner Bill is most unfair and most 
one-sided. In place of a formula for industrial peace—its 
alleged purpose—it establishes a foundation for industrial 
warfare and at the very time when all forces should be 
concentrated on recovery before it is too late. Every em- 
ployer should welcome the establishment of the rights of 
workers to bargain collectively but the rules should be such 
that the inherent rights of all parties involved are protected. 
The result of the Wagner Bill would be to promote the 
exploitation of the American worker for the benefit of a 
comparatively few professional labor leaders responsible only 
to themselves by making the worker pay them a price for 
his job through the instrumentality of a closed shop. In- 
dustry, if it has any appreciate of its obligations to future 
generations will fight this proposal to the very last. The 
American worker has an undeniable right to work and to 
be protected with respect to that right, free from any coercion 
whatsoever and “coercion whatsoever” refers to organized 
labor a3 well as to the employer. The privilege of exercis- 
ing this right should be protected and respected and it 
should not involve the necessity of paying tribute. American 
industry has grown great. It has become the envy of the 
world. ‘The skill, honesty and purpose of the American 
worker should be recognized and rewarded on the basis of 
merit, regardless of membership in any organization. 


The time at our disposal does not make it possible to 





474 


Vital Speeches of the Day 


Laas, ap aa 





[Vol. I, No. 15 









discuss the National Industrial Recovery Act, or its modifi- 
cations now before the Congress, but out of the conflict of 
interests, the turmoil and the confusion that has followed 
in its wake, one or two perfectly evident facts appear. Be 
it in the case of capital, or labor, or the consumer, the undue 
advancement of any group or groups or particular interests 
within any group, economically speaking, in its relation to 
the others, has the effect of unbalancing the economic 
machine. Asa result, industrial recovery is not promoted— 
it is retarded. Again, the freezing of prices, either goods, 
commodities or services, or the wage scale as affecting prices, 
freezes the essential adjustments that must precede any sound 
recovery. ‘The part that the wage scale plays in our national 
economy is not generally recognized. Irrespective of what 
part wages may play in any individual case in the final 
analysis, in a self-contained country like ours, prices consist 
of wages, using that term in an all-embracing sense, together 
with interest and profit, of which labor constitutes probably 
at least 90 per cent. I am in favor of the highest possible 
wage scale. The automotive industry today is paying the 
highest wage scale in its history, but high wages, however, 
are a corollary of prosperity; high wages do not create pros- 
perity, neither do high wages of themselves accelerate recov- 
ery from depression. An inflexible wage scale freezes a vital 
factor. ‘The best wage scale is that which permits the fullest 
productivity ; the maximum number of jobs; the largest total 
of wage payments. That fact we too frequently forget. A 
wage level lower than that may mean the unjustifiable ex- 
ploitation of the worker. A level higher than that tends to 
throttle down the industrial machine—fewer jobs—more un- 
employment, result. A fundamental fact almost universally 
overlooked is, that the price at which a worker can sell his 
labor, is limited to the price that some employer can afford 
to pay. Right there lies the reason why some important in- 
dustries are today stagnant. We have had too much freez- 
ing, hence we have frozen the processes of recovery. 

I am of the school of thinking that has maintained for 
the past year or so, that the bottom of the world’s de- 
pression was reached in the summer of 1932. Whatever 
may be the primary causes of what we term “depression,” 
there results the unbalancing of the economic structure. 
When that structure becomes readjusted there is developed 
an irresistible force toward what we term “recovery.” This 
force is bound to assert itself sooner or later, but there can 
be superimposed upon that force, secondary influences, us- 
ually political in character, which have the effect of accelerat- 
ing or decelerating the normal trend. As a measure of world 








recovery, it might be interesting to note the trend of con- 
sumption of motor cars throughout the world. I use “the 
consumption of motor cars” as a general index because it 
presents an excellent yardstick of general activity and, as a 
matter of fact has, in the past, acted as a very reliable 
barometer indicating changes in the economic trend. If we 
take the peak of the pre-depression period, let us say 1929, 
as 100 per cent, the consumption of motor cars in the world 
in the year 1935, outside of the United States, based upon 
the present trend, is likely to approach, if not to equal, that 
peak. In the United States, it is likely to be 60 per cent 
of the peak. Taking the various important countries over- 
seas, England will reach about 150 per cent and Germany: 
200 per cent. 


Recovery appears to have proceeded fully as rapidly 
overseas as in the United States. I am much encouraged by 
this tangible evidence of world economic improvement, par- 
ticularly in the face of the political difficulties with which 
the world is contending and the artificial barrier of in- 
numerable kinds which so greatly militate against interna- 
tional trade. 

I have already taken up too great a proportion of the 
time available this evening. In closing, I want to reaffirm 
a belief to which I subscribe today more whole-heartedly 
than ever before, as to the tremendous possibilities for 
achievement and for progress, that are right in the offing— 
possibilities that promise great advancement in our social and 
economic welfare. Any one having an opportunity to see 
the developments of science and industrial research, would 
be amazed at the treasures that nature has in store for us 
and appalled at how little we really know and how limited 
has been our progress so far. ‘These possibilities are much 
beyond the imagination of any of us here tonight. The 
problem before the world today, as I see it, is not—Is there 
a future? The problem is: Recognizing the necessarily in- 
creasing complexity of our economic structure and that of 
other nations and their relationships one to the other, can we 
deal with the essential elements, highly involved as they are, 
with the requisite intelligence, courage and unselfishness to 
capitalize those opportunities? If we are able to even ap- 
proach that objective, I am convinced that future genera- 
tions will look upon the psychology which has been character- 
istic of the depression of the “Thirties” with astonishment 
at our lack of faith in ourselves and in our future, and will 
be appalled at the crudeness of our civilization. I am sure 
they will say, the abundant life had not even begun at 1935. 
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The Public’s Responsibility 
for Legislation 


By HAROLD W. DODDS, President, Princeton University 
Delivered March 20, 1935, over National Broadcasting Company 


HERE is not a country in the world living under 
parliamentary government,” wrote E. L. Godkin 
forty years ago, “which has not begun to complain 

of the decline in the quality of its legislators.” In America 
dissatisfaction with our law-making bodies is of much longer 
standing. Heaven knows, they leave much to be desired. 

But if we are candid with ourselves we must admit that 
there is another side to the picture. When we abuse our 
legislatures are we not drawing a red herring across the trail 
of our own laziness and inertia? The politician has many 
indispensable uses in a democracy, not the least of which is 
to serve as a scape-goat on whose head we can heap our 
civic sins. 

A realistic approach to the legislative situation will not 
be satisfied with sermons about our duty to elect better men 
to the legislature. If we are to be practical about it we shall 
first ask ourselves why we don’t elect legislatures of which 
we can be proud, and we shall not rest content with any glib 
answers about the total depravity of American politicians. 
As a matter of fact, many of them are individuals of high 
character and purpose. Yet so often the best appear ineffec- 
tive, and part of the reason is found in the system under 
which they must operate. 

Until Nebraska introduced the single-chamber legisla- 
ture a few months ago, no serious effort had been made since 
the adoption of the federal constitution to reform our legis- 
lative layout. Repeating stereotyped arguments in favor of 
cumbersome bicameral legislatures, we have steadfastly re- 
fused to face the shortcomings of a system that no longer 
meets the facts of life. 

A generation ago distrust of our legislatures took the 
form of a national movement for the initiative and refer- 
endum. Direct government, it was called. We were assured 
that the cure for the ills of democracy was more democracy, 
an attractive if cloudy phrase. We were going to improve 
our legislatures by making them obsolete. True, the initia- 
tive and referendum have their good points, as “the gun 
behind the door” has its good points. But both may be over- 
done. The unfortunate feature of the initiative and referen- 
dum wave was that, by promising so much, it distracted atten- 
tion from the more fruitful possibilities of legislative improve- 
ment. To this extent it constituted a bar to progress. 

The point I am trying to make is that the public’s first 
responsibility for legislation is the responsibility to frame the 
best possible organization to legislate. One distinctive step 
forward is the adoption of the unicameral legislature and it 
is encouraging to note that more than twenty other states are 
considering following Nebraska’s example. 

Another weakness of structure is the remote connection 
between the governor’s office and the legislature. When we 


elect a governor we do so on the basis of his legislative pro- 
gram and pay little attention to his qualities as an adminis- 
trator. We expect him to lead in legislation but we do little 
to coordinate him and the legislature. For fifteen years the 
National Municipal League has been advocating the legis- 
lative council idea, a sort of standing committee of the legis- 
lature serving between sessions as a liaison with the execu- 
tive departments. The duty of the council would be to 
exercise in the name of the legislature a general supervision 
of the administration, and in cooperation therewith to pre- 
pare a program of legislation for the consideration of the 
legislature when it assembles. Nothing would seem more 
reasonable or simple. Why should a legislature, essentially 
a body of amateurs, meeting for short periods generally only 
once in two years, assemble with no pre-digested program of 
action? Every question that it considers involves adminis- 
tration. Why continue the fiction that it must operate in a 
separate compartment without the benefit of leadership even 
within itself? Three states have begun to experiment with 
legislative councils, Wisconsin, Michigan, and Kansas. The 
Kansas plan is more comprehensive than the others and closer 
to the model of the National Municipal League. Its objec- 
tive is beyond dispute. It constitutes a kind of research and 
planning body, not as an outsider but as part of the legisla- 
ture itself. It recognizes that democracy cannot function 
without leadership and it seeks to drive this leadership into 
the open, where it belongs. If given an opportunity to func- 
tion, the legislative council will mean better drawn bills more 
intelligently directed to the needs of the state. It will suc- 
ceed if the voters understand its possibilities. 

Undoubtedly it is a part of the citizen’s responsibility 
for legislation to expedite structural reforms such as those I 
have just discussed, which will help to make our legislatures 
more competent and effective. But I do not want to claim 
too much for mere structural changes. It is equally clear that 
our legislative salvation will not come through structural 
changes alone. Good legislation is more than a problem of 
mechanics, it is the continuing responsibility of each and 
every voter. 

One grave difficulty from the standpoint of public opin- 
ion is the weakening of political parties through the growing 
power of minority pressure groups whose weapon is intimi- 
dation divorced from responsibility. By tradition our gov- 
ernment rests on the two-party system. For years we have 
been told that this system is breaking down. Perhaps it is. 
Everyone is entitled to his own guess on this subject. The 
contrast I wish to make, however, is not between a two-party 
system and a multi-party system, but between a party system 
and a no-party system. -A recognized party must accept the 
burden of presenting to the electorate a comprehensive pro- 
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gram on a variety of issues; a minority pressure group has no 
such responsibility. For this reason it seeks to cut across 
party lines in its own particular interest. I need mention 
no names. Examples of high-power lobbies will occur to 
They are a form of dictatorship foreign to popu- 
lar government. What is needed to counteract them is 
greater support of and belief in political parties. 

1 am far from preaching blind allegiance to political 
parties or advocating a return to the emotional party loyal- 
ties of an earlier age. Moreover, I have great respect for 
the independent voter whose support must be earned at each 
election. But I have little use for the critical individual who 
from superior heights of self-esteem spurns work as a party 
member. For the average man or woman the point at which 
to begin to purify politics is within the party. Otherwise he 
or she must remain a bystander of the great game. 

In contrast to other civilized countries, public office in 
the United States enjoys low prestige. For this reason, it 


everyone. 


attracts only a small proportion of the best capacity of the 
nation. ‘Through a lack of understanding of the processes 
of free government, service in a party is considered to be even 
a lower form of animal life than service in a public office. 
But if stability and order are to mark our social and eco- 
nomic development; if our legislatures are to be responsive 
and responsible, a vote in the party primary is of greater im- 
portance than a vote on election day. 

In a representative government the ultimate responsi- 
bility of the citizen in legislation is to get good men into the 
legislature. I have mentioned several removable obstacles to 
this, such as the bicameral system, lack of recognized leader- 
ship, and the power of pressure groups. Improving the me- 
chanics of legislation will help improve personnel, but behind 
the personnel and determining its character stands each one 
of us as voters, and those who take a high-hat attitude to 
political parties and political office will have much to answer 
for in the last great day of political judgment. 


Present Relations of Business 
to Government . 


By ERNEST T. WEIR, Chairman National Steel Corporation 
Before the Union League Club, Chicago, Illinois, Wednesday, April 3, 1935 


KNOW that today I have the privilege of meeting a 

cross-section of what has become the malign element in 

our American life—the business, industrial and financial 
leadership of the country. You men are managing mills, fac- 
tories, commercial establishments, banks and other units of 
our business structure. “Therefore, you are the vivid answer 
to the question—what is wrong with the country today? You 
are the selfish obstructionists in the way of the multitudinous, 
altruistic, and celestial plans, which, if unimpeded, would 
make everything right with the country. For sometime, I 
have been so classified by the so-called New Deal. 

The New Deal has just passed its second anniversary. 
There is no need to trace for you the history of those two 
Fresh in your minds are the crises and counter-crises, 
the roiling and boiling of events, the lush growth of the 
alphabetical jungles, the impact upon the country of sensa- 
tion after sensation, the shifting moods, aspects, and public 
reactions, as first one, then another, shibboleth of salvation 
was sounded from the seats of the mighty in Washington. 

Through all of this tumult and change there has been 
one constant thread. At times the professors and other 
oracles have had some doubt as to the exact nature of our 
national ills and the proper prescription for their cure. There 
never has been any doubt in the minds of the Administration 
as to where to fix the blame. The whole fault lies with the 
businessmen of the country, motivated solely by greed for 
profit and lust for power. Business is predatory, it is law- 
less, it is inhuman. Business is a veritable dragon whose sins 
cry to high heaven for a St. George. 

From the halls of Congress, from Governmental bu- 


years. 


reaus, and from the press agents of the White House have 
come a torrent of statements, all making exciting copy for 
the press. Newspapers, books and radio have carried an ava- 
Ianche of propaganda, conveying, directly or by implication, 
the thought that business is not to be trusted. 

During all this time there has been a lamentable silence 
on the part of business leaders, which has almost given the 
appearance of consent. All criticism by business men of the 
acts of the Administration has been decried as coming from 
stand-patters who oppose change from a system on which 
they have been fattened. Their words could not be right 
because their motives were wrong. I have been amazed by 
the complacency with which American business has submitted 
to this domination and vilification. 

It is small wonder to me that those who have unloosed 
destructive forces upon American business have been encour- 
aged to advance the extreme measures which have been pro- 
posed because, up to the present, a great many businessmen 
have been “spineless” in their remonstrances. We are fast 
arriving at the point, however, where the business leaders of 
this country will have to fight if they expect to preserve 
American business from complete enervation. I believe it is 
the urgent duty of those of us whose viewpoint is opposed to 
the underlying philosophy of the New Deal to point out fear- 
lessly, candidly, and vigorously the danger to the American 
people of any radical or hasty departure from what we have 
come to regard as the American scheme of things. You may 
rest assured that such expressions will be met with the 
familiar epithets of tory and obstructionist. But despite fads 
and brief periods of hysteria, a wholesome fund of common 
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sense and fairness is characteristic of the American people. 
In the long run they are not likely to barter birthrights, hard 
won and long defended, for a mess of new dispensation 
pottage. 


When the New Deal began, its objectives, simply stated, 
were to relieve those in distress, to bring recovery as quickly 
as possible, and to eliminate or minimize conditions that pro- 
duced the depression. It proposed to put the Government’s 
house in order by rigid economies, and by friendly cooperation 
to aid business in every way in ridding itself of the economic 
ills that stood in the way of a return to prosperity. No one 
quarreled with those objectives. On the contrary, there was 
an enthusiastic, country-wide response such as has been ac- 
corded to few other administrations, and in which business 
joined whole-heartedly. 


After two years, what are the results? The number of 
persons on relief is greater . . . now more than 22,000,000. 
According to reliable estimates, unemployment, if public 
works are discounted, has not materially improved. The 
Federal debt has reached an all-time peak, and is rapidly in- 
creasing. Although natural gains have been made in many 
branches of industry, there is a prevalent, deep-rooted feeling 
of uncertainty. These are hardly indices of success. 


It is not only a question of doing what is necessary to 
save the business of the country as a whole. It is our duty, 
as directors and leaders of industry, to resist the destructive 
forces levelled against us. The officers and directors of a 
corporation are only trustees for its stockholders. They owe 
a duty of good faith and fidelity to the people whose money 
is invested in their projects as well as to their employees and 
the public. Those who have been entrusted with the man- 
agement of these trust funds have an obligation to perform 
and are not discharging it by sitting by while theorists experi- 
ment with the national wealth. Neither can anyone expect 
them to rush foolhardily into expansion programs or expendi- 
tures when nothing but threats, regulation, and political med- 
dling come out of Washington. 


Time will permit me to mention only a few of such 
proposals. 

There are undoubtedly evils existing in the pyramiding 
of holding companies in the public utilities field, and no good 
citizen would have objection to any reasonable method of 
trying to eliminate these evils. However, the sweeping in- 
dictment of utilities indicates the probability of a future 
attack upon all holding companies. There are a great many 
people who do not understand the nature or purpose of a 
holding company, and the very fact that Washington lets 
loose a tirade against the holding company is enough to make 
many people think that it is some kind of a terrible weapon 
in the hands of business for the oppression of the poor. The 
reason such attacks have so deep an effect upon the people 
as a whole is that frequently the attacks are not answered. 
How much more simple it would be for the best interests of 
the country to set up a counter-barrage against this Govern- 
mental propaganda—propaganda for which the Administra- 
tion, for the first time in history, so far as I know, is using 
the taxpayer’s money. It would be far better for business 
to use a part of its funds in educating the people as to the 
true worth of holding companies than to have to submit to 
the confiscation that will surely follow if nothing is done to 






enlighten tie public on the subject. There is an undeniable 
economic justification for the holding company. The reasons 
you are familiar with, and I need not recite them, but these 
reasons are not pointed out to the people. We sit by and 
submit to these Governmental broadsides. 


As another example of a measure that would work great 
harm to industry, consider the 30-hour week bill. This is 
not supported by the Administration, but it has many advo- 
cates in Congress, and it has been urged consistently by the 
American Federation of Labor. Yet a thorough study of this 
proposal by the Brookings Institution, proves that a 30-hour 
week would not support a standard of living as high as that 
of 1929, which certainly was none too high. 


Then, in another direction, you have the bill introduced 
by Senator Bankhead of Alabama as a direct attack on the 
basing point system in the steel industry. Here you have a 
case of a Senator taking action, apparently with no knowledge 
whatsoever of the subject that he is attempting to regulate 
by law. Criticisms by his own constituents from Birming- 
ham forced the good Senator to announce that before press- 
ing his bill he would “give more study to its potential effect 
upon Alabama industries.” ‘The steel industry has been one 
of the most competitive in the country. Throughout its his- 
tory it has been a case of every unit fighting as hard as it 
could for business—as I can well testify. Despite this con- 
dition, the basing point system has been accepted by all of 
these units and has endured for many years. The only con- 
clusion to be drawn is that the system is economically sound. 
Yet, Senator Bankhead would upset this system by a legis- 
lative wave of the hand. 


Different in character but just as bad from another 
standpoint is the Social Security Legislation—an attempt to 
jam through with haste, and without adequate study, a pro- 
gram that would have a far-reaching and permanent effect 
upon our whole economic structure. Granted, that many of 
the objectives included in this legislation are desirable, what 
possible excuse can be offered for the Administration’s evi- 
dent desire to rush it through at this time, since admittedly, 
it is not of an emergency nature? 


Probably the most harmful attitude, and the action most 
likely to block the return of recovery, has been expressed in 
legislation dealing with labor relations. I wish to call your 
attention particularly to the Guffey Bill, and the Wagner 
Bill. 


The announced intent of the Guffey Bill is to stabilize 
the bituminous coal industry, and conserve coal resources. 
In its labor provisions, this Bill attempts to make it neces- 
sary, now and permanently, for employers to deal only with 
national labor unions in all collective bargaining. It states 
that minimum wages in any given district shall be those 
agreed upon with representatives of the majority of mine 
workers therein “belonging to a recognized national associa- 
tion of mine workers.” It denies to employees not belonging 
to a recognized national association any voice whatsoever in 
the determination of their conditions and terms of employ- 
ment, even though, conceivably, such employees might be in 
the majority in a given district or at least in individual mines. 
This probably is the baldest attempt ever made to establish 
unions by law. 


The Wagner Labor Relations Bill is one of the most 
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vicious pieces of legislation ever proposed. It seeks to write 
into the law a principle of eternal warfare between employer 
and employee. The real purpose of the Bill is to outlaw all 
plans of employee representation which do not function in 
connection with the American Federation of Labor. Organi- 
zations of the employees of a particular employer, sometimes 
called “Company Unions”, are assailed as “Company Domi- 
nated Union,” in utter disregard of the facts. Industry 
never could operate successfully under such a law. The great 
preponderance of employees do not want it, and will resent 
it if it is passed. Every man in this room and every interest 
you represent should rise up without delay against this de- 
structive measure. This is only indicative of the efforts 
being made that will handicap progress by catering to selfish 
and short-sighted minorities. 

Employee representation plans as a means of collective 
bargaining have been known for many years in England and 
on the Continent. Some of the largest companies in this 
country have had employee representation plans, effectively 
operating among their employees, for many years. Notwith- 
standing this long record of successful operation and that 
millions of employees in the United States operate under these 
plans, a powerful lobby of labor leaders in Washington is 
seeking to outlaw these organizations. Naturally, the exist- 
ence of such effective means of collective bargaining, at no 
cost to the employees, is a thorn in the side of professional 
labor leaders. They can prosper only by having an organi- 
zation which collects dues and imposes fines. The American 
Federation of Labor, not content with the present state of 
the law which does not prohibit it from using all manner of 
force, violence and intimidation in the building up of its 
membership, seeks still further to outlaw its chief competitor, 
and issues propaganda day by day attacking and misrepre- 
senting the so-called “company unions.” Yet industry re- 
mains almost silent in answering this propaganda. 

The working men of this country are capable of decid- 
ing for themselves whether or not they desire to handle their 
own relations with their employers or whether they desire 
to create a gigantic monopoly of labor, in the hands of Mr. 
Green and his associates. Over a long period of time it has 
heen demonstrated that by far the majority of men desire to 
conduct their relations with their employers through their 
own organizations, without the necessity of paying tribute to 
professional labor leaders. It seems to me that there is a 
duty upon us, as employers, to support our employees who 
desire to be independent of such a monopoly. For standing 
by our employees against attacks of the American Federation 
of Labor, I was publicly branded by the Administration as 
an enemy of labor and Mr. Green characterized me, in a 
hearing before a Senate Committee, as Public Enemy No. 1. 
In that respect 1 am the successor of your late fellow-towns- 
man, Mr. Capone. 

This same Mr. Green, in commenting upon the Weirton 
decision, as quoted in the New York Times, had the effront- 
ery to say the decision was “evidently based upon either a 
misunderstanding or misinterpretation of facts.” 

Without comparing qualities of the two men, I should 
like to point out that Mr. Green could not possibly have 
known all the facts, and that what he did know was at sec- 
ond hand . . . that Judge Nields was in contact with the 
case for almost a year, saw every witness, heard every scrap 


of testimony, and every argument that could be advanced 
by counsel on either side. Mr. Green also said: “It is incon- 
ceivable that either labor or public opinion will support the 
extension of corporate power over the economic strength of 
the workers through the establishment and maintenance of 
company unions” . . . a continuance of the same old line of 
attack upon employee plans. Many other labor leaders have 
made statements to the same effect. In other words, if jus- 
tice, as interpreted in the courts of the United Statse, does 
not coincide with the opinions of labor leaders, then the devil 
take the courts. Every one of these statements is designed to 
give the public the impression that the Employees Plans are 
vicious things, and that organized labor, and inferentially the 
great body of American workmen, are being maliciously de- 
prived of a natural right. 

Please bear in mind that the Weirton decision does not 
take away from the workmen of this country a single thing. 
They had and have the right of collective bargaining, and 
can exercise that right in any way that they see fit. Labor 
leaders rant against the decision because it stands in the way 
of a complete unionization of industry, always their goal and 
one they expected the present Administration to hand them 
on a silver platter despite the fact that by their own efforts, 
by persuasion and by less laudable means, they never have 
been able to enlist more than ten per cent of the workers of 
the country under their banner. That the average workman 
still has little use for them was clearly demonstrated in the 
recent automobile elections. 

In our case, the United States District Court for Dela- 
ware, after fifteen months of litigation, after hearing 283 
witnesses, and after taking almost six thousand pages of tes- 
timony, filed an opinion completely vindicating our position 
and establishing the employee representation plan as a legal 
and effective means of collective bargaining. At the Decem- 
ber elections in our Weirton plants, after all this assault 
upon us, both by the American Federation of Labor and by 
high officials in governmental circles, 98% of our employees 
participated in an election to choose representatives under the 
employee representation plan. I have the utmost confidence 
in the intelligence and ability of the working people of this 
country to make their own decision as to their representation 
in labor matters. 

Relationships between employers and employees will be 
one of the most important elements in our future progress. 
We know that the cooperative attitude, the common goal 
rather than divergent ends, is indispensable. But there must 
be honesty in purpose and a sense of fair play on both sides; 
there must be some medium that will in a day by day manner 
emphasize the community of interest between employer and 
employee. 

It is my firm conviction that there is no more effective 
medium for the relationships between employer and employee 
than the employee representation plan. As established at our 
plants, it has operated for nearly two years to the satisfac- 
tion of the vast majority of employees. Referring to this 
Plan in his decision, Judge Nields laid heavy emphasis upon 
this joint interest of employer and employee. He said: 

“Manufacture is a cooperative enterprise. Production 
in quantity and quality with consequent wages, salaries, 
and dividends, depends upon a sympathetic cooperation of 
management and workmen. A relation satisfactory to both 

















April 22, 1935] 


Vital Speeches of the Day 





479 








workmen and management is an essential feature of the 
enterprise. If satisfactory the court will not disturb it. It 
is said this relation involves the problem of the economic 
balance of the power of Labor against the power of Capital. 
The theory of a balance of power or of balancing opposing 
powers is based upon the assumption of an inevitable di- 
versity of interest. This is the traditional Old World 
theory. It is not the Twentieth Century American theory 
of that relation as dependent upon mutual interests, under- 
standing and good will. This modern theory is embodied 
in the Weirton plan of employee organization.” 


Whatever doubt hung over the legality of the Employee 
Representation Plan has been dispelled by this decision, which 
was a sweeping justification not only of the central idea of 
the Plan, but of its every particular. 

So far, I have cited specific examples of the things that 
have fostered uncertainty and lack of confidence . . . these 
many unsound and radical proposals coupled with the an- 
tagonism behind them, and abetted by the indisposition of 
business men to fight them. As far as the Administration 
is concerned, it might be said, in general, that the trouble is 
reform to the exclusion of recovery. To try now, when 
every part of our business, social, and economic structure is 
weakened by strain, to effect overnight reforms can have 
nothing but the effect it is having . . . to retard recovery. 

In the meantime, people are being educated to believe 
that they have no individual responsibility for their own wel- 
fare or that of the country. It is constantly expounded that 
conditions overwhelm the individual man, and that he can- 
not cope with them by his own efforts. More and more, 
Government has assumed the attitude of a good godfather 
to whom people—and even business firms—have a right to 
look for beneficence. This is a direct inversion of what has 
always been considered a cardinal principle of government. 
Government can give nothing of itself. Whatever it has 
must come from its people. Therefore it is an impossibility 
for government to support the people. In the long run, the 
people must support themselves, and in addition, support 
government. This principle seems forgotten today. 


Do not misunderstand me. I sympathize with misfor- 
tune, and fully recognize the necessity for relief. No one in 
this country must be permitted to go cold, hungry or un- 
sheltered. But relief should be recognized for what it is— 
a stopgap pending the earliest opportunity to become self- 
supporting. The whole aura surrounding this condition is 
vicious. It is establishing a mental attitude that is corroding 
the spirit of individual responsibility and independence that 
has been a marked trait in this country. And the future of 
civilization depends on the development of individual respon- 
sibility. The quickest solution to this problem, is, of course, 
jobs . . . recovery. 

It is elementary good sense that the first goal of govern- 
ment should be recovery. This is what it professes to want. 
If it is sincere, it will start doing the things that will bring 
recovery, and stop doing the things that retard it. It will 
put its own house in order, and cut out every unnecessary 
governmental expenditure. It will call a truce on hasty re- 
form and the vindictive spirit. It will withdraw Federal 
participation from all fields in which Federal participation is 
not proper under our Constitution. Remembering the ad- 
vice of Cicero that “In the most corrupt country you will find 























































the most laws,” it will cease trying to enmesh the business,. 
financial and industrial organizations of the country in new 
entanglements of legal barbed wire. It will revive its origi- 
nal idea of self-government of business, and do the things 
that will encourage business to go forward. Recovery can- 
not start without the right conditions, not because of any 
voluntary desire to hold back, but because of inherent eco- 
nomic factors. Let these conditions be established, let con- 
fidence be restored, and business will take care of the rest of 
the job. All the government relief and job-making combined 
is not a drop in the bucket compared to the prosperity-making 
capacity now lying inert in business through lack of confi- 
dence. ; 


It is a widespread notion that business wishes to balk 
reform. I need not tell you this is untrue. There are few 
men with the intellect needed to succeed in business who do 
not realize that there are plenty of things wrong with so- 
ciety, including business. “They see the grave inequalities 
and injustices that are the handiwork of a human nature that 
is faulty and changeable even where good-intentioned. They 
know these things must be corrected and believe that they 
will be . . . but not by the expression of a wish nor the 
wave of a hand. 


I have always been in favor of the highest wages it is 
economically possible to pay. I believe that provision for 
old age, for unemployment, and for other security measures 
are humane and necessary steps that undoubtedly will be 
taken. In saying this, I know I voice the sentiments of the 
big majority of business men. These things—call them re- 
forms if you like—will one day be part and parcel of our 
life, but when they come to stay it will be gradually and as 
an organic growth within industry. They will be an integral 
part of the business mechanism, not something put on with 
a tack hammer. 


There is nothing more ridiculous than the statement that 
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business men do not want to go ahead with the projects 
that will mean re-employment of men, materials, and money. 
They know that this activity is the very life-blood of their 
own business, that modernization and expansion, when 
started, will spread and improve all business and therefore, 
general conditions. Business men want to do this but the 
truth is, they can’t do it, with their hands tied by conditions 
of confusion and uncertainty. 

Now I may have seemed pessimistic in some of the 
remarks I have made. If you have gathered that impression, 
you are right . . . so far as the immediate outlook is con- 
cerned . . . because I see so widely prevalent ideas and atti- 
tudes that are denials of the spirit and resource that have 
made this country. But for the future, I am hopeful if only 
our people stand firmly on sound principle, and through their 
own good sense and judgment overcome the difficulties of 
the hour . . . if they refuse to be carried away by the ava- 
lanche of false propaganda being launched every day by a 
score of prophets and speechifiers who know not of what they 
speak. Our people must save themselves by study, considera- 
tion, and steadfast adherence to principles of proven worth. 

We may be hopeful of the future, but you and I must 
live in the present. What the future will be, how quickly 
we get to a better footing, depends entirely upon what you 
and I and a lot of other people do now. Our most important 
duty must be to hasten recovery. We must do our best in 
our own business, making it yield as much as possible under 
the circumstances in wages and employment, to the stock- 
holder and to the consumer. Beyond this, it is impossible 
to go, unless and until government shifts its eyes from re- 
form to recovery, and toward this end effort on our part is 
plainly indicated. 

It is the responsibility of every business man to be articu- 


late. The people down in Washington are doing the things 





Subscription Form 


City News Publishing Company 


(Incorporated 1911) 


33 West 42nd Street, New York, N. Y. 


Please enter subscription for ViTraAL SPEECHES OF 
THE Day for the following: 


Name 





Address 








$3.00 a year in the United States. 


$5.00 im Canada and elsewhere. 











they do and saying the things they say because they think 
that’s what most of the people want. Unless they hear dif- 
ferently, the politician-mind will dictate that they go on 
thinking that. It is up to you as business men to take the 
lead in changing that mind, and there are a amneat of very 
practical things you can do. 


The first is to know what is going on, then study it 
carefully. When you find something in which you do not 
believe—use your influence, point out to your associates and 
employees just how it will affect business and therefore them. 
Point out to the community how it will affect all related 
business in the community. Urge your employees and your 
fellow-citizens to register their will down in Washington 
where it counts. Work with your trade associations to do 
exactly the same thing over a wider area. Of course, it can- 
not be expected that all business can take a united stand on 
all issues. This is not possible. But there are many broad 
issues today upon which business will take pretty much the 
same position and it is these issues that have most capacity 
to help or harm. If business men throughout the country 
each in his own sphere of influence, take the trouble to be- 
come aware of what is going on and have the courage to 
take a stand, and urge action, results will soon become appar- 
ent. I believe there is a much greater proportion of our 
population than any of us realize waiting to respond to leader- 
ship of this order. Crystallized, this body of opinion can 
act with gyroscopic effect upon the zigzagging course of 
national events—can serve to bring us closer to the golden 
mean that lies between extremes, and closer to the recovery 
which must be our goal. 


The present huge spending program, and all of the 
preaching of demagogues and theorists, cannot ruin the busi- 
ness of this country if business men will now stand up and 
fight for what they believe is for the best interests of the 
country. Certainly one thing is clear. Nothing is to be 
gained by lying back and hoping for the best. For nearly 
two years we have watched, in silence, actions and proposals 
which all of our practical experience told us could be nothing 
but harmful. Whenever business men have gathered, they 
have consumed much valuable time complaining to each other 
of these things. The public, hearing little from business, 
naturally concludes that much of what is said against it is 
true. We have every right, as citizens, to voice our protest. 
Not only that, our positions in business give us the oppor- 
tunity to see the effect of these things more clearly than the 
average person, and this fact alone charges us with the duty 
to show to the country that these actions of government harm 
not business men, but business, and therefore, hamstring the 
activities through which the whole people earns ‘its living. 

My exhortation to you is to be vigilant in the fight, 
carry it to the people, make them see the fallacy of the radi- 
calism, and the folly of the demands for overnight change 
emanating from Washington. The highest patriotic service 
that can be given by men who still have elements of political 
and economic sanity is to help bring us through the hysteria 
of this depression as a country that still reveres the ideals of 
Founders who wrote a Declaration of Independence, and 
gave us a Constitution based upon a promise of Liberty. 
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